UNLV Retrospective Theses & Dissertations
1-1-2000

How can the experience of the United States casino industry be
adopted to South Korea?
Jongbo Kim
University of Nevada, Las Vegas

Follow this and additional works at: https://digitalscholarship.unlv.edu/rtds

Repository Citation
Kim, Jongbo, "How can the experience of the United States casino industry be adopted to South Korea?"
(2000). UNLV Retrospective Theses & Dissertations. 1188.
http://dx.doi.org/10.25669/wd58-hgkt

This Thesis is protected by copyright and/or related rights. It has been brought to you by Digital Scholarship@UNLV
with permission from the rights-holder(s). You are free to use this Thesis in any way that is permitted by the
copyright and related rights legislation that applies to your use. For other uses you need to obtain permission from
the rights-holder(s) directly, unless additional rights are indicated by a Creative Commons license in the record and/
or on the work itself.
This Thesis has been accepted for inclusion in UNLV Retrospective Theses & Dissertations by an authorized
administrator of Digital Scholarship@UNLV. For more information, please contact digitalscholarship@unlv.edu.

INFORMATION TO USERS
This manuscript has been reproduced from the microfilm master. UMI films the
text directly from the original or copy submitted. Thus, some thesis and
dissertation copies are in typewriter face, while others may t)e from any type of
computer printer.
The quality of this reproduction is dependent upon the quality of the copy
submitted. Broken or indistinct print, colored or poor quality illustrations and
photographs, print t>leed1hrough, substandard margins, arvj improper alignment
can adversely affect reproduction.
In the unlikely event that the author did not send UMI a complete manuscript arxl
there are missing pages, these will t>e noted. Also, if unauthorized copyright
material had to be removed, a note will indicate the deletion.
Oversize materials (e.g., maps, drawings, charts) are reproduced by sectioning
the original, beginning at the upper left-hand comer and continuing from left to
right in equal sections with small overlaps.
Photographs included in the original manuscript have been reproduced
xerographically in this copy. Higher quality 6" x 9" black and white photographic
prints are available for any photographs or illustrations appearing in this copy for
an additional charge. Contact UMI direcUy to order.

Bell & Howell Information and Learning
300 North Zeeb Road, Ann Arbor, Ml 48106-1346 USA

UMI
800-521-0600

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

HOW CAN THE EXPERIENCE OF THE U.S. CASINO INDUSTRY BE
ADOPTED TO SOUTH KOREA?

by

Jongbo Kim
Bachelors o f Arts
Kyonggi University, Korea
1992

A thesis submitted in partial fulfillment
o f the requirement for the

Master o f Hospitality Administration Degree
William F. Harrah College of Hotel Administration

Graduate College
University of Nevada, Las Vegas
August 2000

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

UMI Number 1401784

UMI
UMI Microform 1401784
Copyright 2001 by Bell & Howell Information and Learning Company.
All rights reserved. This microform edition is protected against
unauthorized copying under Title 17, United States Code.

Bell & Howell Information and Learning Company
300 North Zeeb Road
P.O. Box 1346
Ann Aitor, Ml 48106-1346

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

UNIV

Thesis A pproval
The Graduate College
University o f Nevada, Tjis Vegas

J u ly 10

The Thesis prepared by
Jongbo Kim

Entitled
How Can t h e E x p e r ie n c e o f th e U. S. C a sin o I n d u s tr y
be A dopted t o S o u th Korea?

is approved in partial fulfillment of the requirements for the degree of
M aster o f S c ie n c e in H o te l A d m in is tr a tio n

Examination Committee GHair

Dean of the Graduate College

tmination Committee Member

Examination Committee Member

Graduate College Faculty Representative

PR /10Î7-53/1.00

u

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

.20 00

ABSTRACT

How Can the Experience o f the U.S. Casino Industry
be Adopted to South Korea?
by
Jongbo Kim
J.D. Shannon Bybee, Examination Committee Chair
Associate Professor o f Hotel Administration
University o f Nevada, Las Vegas
The purpose o f this study was to develop a framework for the casino
establishment and development in South Korea through the examination and analysis o f
the U.S. casino industry. The secondary data of each case model was collected and
analyzed. The findings showed that positive economic impacts o f casino gaming are
related with particular forms o f casino operation and locations. Based on the research
findings, a proper model o f casino operation was suggested for South Korea and
recommendations for future research were offered.
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CHAPTER 1

THE PROBLEM AND PURPOSE

Introduction
In the Korean culture, which is deeply influenced by Confucian ideas, gambling
has been perceived as an immoral activity. Gambling is often perceived in its association
with social problems such as crimes and erratic heavy gamblers by most Koreans. In this
cultural background, the negative public perception o f the casino industry has been even
worsened by incidents such as tax evasion, political corruption and illegal foreign
currency transaction o f lawful casinos.
Currently, in South Korea, there are 13 lawful casinos nationwide. When the first
casino opened near the capital, Seoul, in 1967, it was introduced as one o f the products to
attract foreign tourists and generate foreign exchange earnings. Even though the number
has grown over decades, the casino facilities have been open only to foreigners, and the
general public has very limited information regarding the industry in Korea.
Despite the government’s policy to utilize lawful casinos as a tourism product,
casinos have not received government support like tax benefits enjoyed by other tourism
businesses such as hotels and restaurants for foreign tourists. In an effort to develop the
casino industry, the Korean government in 1994 revised the Tourism Promotion Law to
include casino business as a part o f the tourism industry. In 1996, the government

1
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legislated a special law to legalize casino operation in an abandoned mining area. This
was done as an attempt to redevelop the impoverished mining town. The casino that will
be the first to allow Korean citizens to gamble is under construction in Kangwon-Do and
scheduled to open in 2001.
While gambling is still viewed as an unethical activity by many, the recent
economic crisis in Korea, along with other Asian countries, has contributed to increasing
the public’s interest in the casino industry as a tool for economic redevelopment. The
financial crisis o f late 1997 began to shake the national economy o f Korea, which led to
intervention by the International Monetary Fimd. Along with the shaky economy, the
tourism industry suffered declining foreign and domestic visitors and revenue.
Cheju-Do is a famous tour island for domestic and foreign tourists, but the
number o f domestic tourists decreased rapidly from 4,200,000 in 1997 to under 3,000,000
in 1998. Foreign tourists decreased to 100,000 same as the number o f tourists in 1992 as
well (Chung, 1998). In response to the declination tourism, the new government in 1998
announced the expansion of casinos as another way to promote depressed tourism
business. The expansion o f casinos would entrench existing tourist centers, provide a
major competitive attraction for emerging tourist locations, and regenerate existing
venues that were declining.
With the government’s new policy for the casino industry, local governments and
individual companies are currently considering various casino gambling proposals. The
local governments look at casino business as a tool for revitalization of the local economy
by investing capital, creating jobs, attracting tourists, and, consequently, increasing tax
revenue. Cheju-Do is considering developing destination resorts, which will include a
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Las Vegas style casino, in order to boost tourism business, even though it has already 8
casinos out o f total 13 casinos nationwide.

Problem Statement
The purpose o f this study is to explore a model, or frameworic for development o f
the casino industry in South Korea. To accomplish it, first, it will examine the U.S.
casino industry and conceptualize models o f U.S. casino operation. Second, it will
evaluate the U.S. models in terms o f the economic impacts o f casino gambling on the
local and regional economy. Finally, on the basis o f the evaluation, it will explore an
appropriate fi’amework for operation and development of Korea casinos. The study o f the
U.S. casino industry can provide a fi^ame o f reference to design a model for casino
operation in South Korea.

Research Questions
This study is exploratory and descriptive in nature. Therefore, it doesn’t intend to
develop or test hypotheses as a part o f this study. The following questions are to be
investigated and discussed.
1. What kinds o f casino gambling are operated in the U.S.?
2. What kinds o f positive and negative impacts are generated fi-om the casino gambling
theoretically and empirically?
3. What are the economic effects o f different styles o f casino operation?
4. What is the most appropriate form o f casino operation for South Korea?
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Delimitations
1.

The study considers commercial casino gambling only, and the case o f Indian casino
gambling is not used for this study. Although Indian casino gambling has a sizable
economic impact on the U.S. economy, there is little publicly available data related
to Indian casino gambling. South Korea’s highly integrated national economy has
no separatist economic faction, such as the Indian economy.

2.

The study analyzes only casinos’ gross gaming revenue, table game revenue, slot
machine revenue, tax o f casino revenue, and number o f employees for each form o f
casino gambling. It is one o f ways to gauge the size o f the industry and examine
positive economic impact, but it does not represent all positive economic impacts.

3.

This study tries to suggest a form of casino operation for South Korea by analyzing
positive economic impacts. Negative impacts of casinos are difficult, if not
impossible, to measure in economic terms, therefore, the negative impacts will not
be analyzed.

4.

This study makes no attempt to analyze the socioeconomic effects of casino
gambling, because such effects are largely based on anecdotal evidence, and credible
and verifiable data on those effects do not exist.

Limitations
1.

This study evaluates the case o f the U.S. casino industry to propose an appropriate
form o f casino operation for South Korea. The political situation, market situation,
and public’s perception for casino gambling are different between the U.S. and South
Korea. The case study o f the U.S. casino industry can not be fitted to South Korea
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perfectly. However, the case study has been a conunon research strategy in planning,
and this research can draw the holistic and meaningful characteristics o f the casino
industry in U.S. by using the case study (Yin, 1984). Even more, it can give a frame
o f reference for a comparative study o f Korean casinos.
2. This study uses the data reported by each state’s gaming regulatory body. While the
figures contained in each state’s agency reflect the numbers officially reported to the
state by the individual casinos for tax purpose and are thought to be true, the accuracy
o f data is beyond this study.
3. The study is limited by the fact that it is exploratory and descriptive in nature. The
use o f gross gaming revenue, tax revenue, and employee numbers is one o f the ways
to evaluate the casino industry. However, those data do not represent all
characteristics of casino industry.
4.

With respect to gambling’s history, gambling undoubtedly changes a region or local
community in many ways and some o f which cannot be quantified. However, to add
qualitative information is beyond this research, because this study is based on the
quantitative analysis from the data.

Justifications
To develop various forms o f casino gambling successfully, it is vital for the
developers to understand facts and issues regarding various types o f casino operations.
The expansion of casinos for both foreigners and domestic people in South Korea will
likely impose a number o f changes, both positive and negative, on the community. Much
is at stake for the community which will have a casino operation. The current base o f
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knowledge o f the various forms o f casino operation is, seemingly, not comprehensive
enough to help policymakers make informed decisions for the casino development,
because South Korea has had only one style o f casino operation that is an amenity o f the
hotel. While the demand for quality information about the gambling industry’s potential
impacts o f the community is substantial, little research exists about casino development
and impact on casino business for government, local government, and communities. This
study can, hopefully, provide communities and policy makers with information for
making decisions regarding the form o f casino operation and types o f games permitted.
In the U.S., many states have legalized casino business since the end o f the 1980s,
and the primary reason for legalization of the casino business is to develop and revitalize
the local economy. This expansion features various types o f casino operation such as
urban casinos, rural casinos, local casinos, and riverboat casinos according to states or
local governments’ policy decision. The regulatory system varies by state, and, thus,
there is a number o f varying regulations. Each type o f casinos based on the location has
different economic impacts for the local communities and government. The analysis o f
the U.S. casino industry will provide ideas for developing other forms o f casino operation
for South Korea.

Definitions o f Terms
The following terms are defined as they are used in this research project:
1. Admissions: prior to dockside, admissions were the sum o f both tumstyle count and
passengers remaining on board for each subsequent excursion. After dockside
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gambling began in the area, however, the definition o f admissions changed to reflect
the count of patrons entering the gaming areas (Illinois Gaming Board, 2000).
2. Baccarat: it is a card game played with a deck or multiple decks o f cards dealt from a
shoe. Two hands o f cards are dealt and players can wager on either the Player’s hand
or the Banker’s hand. Whichever hand totals 9 or is closer to 9 wins. Picture cards
and any combination o f cards that adds up to 10 have no value, so a six and a five is
only one and a seven and a three would be zero. Winning hands are paid even
money, but the house collects a commission on winning Banker hands that generally
is 5 percent. Player can also bet on a tie and get paid 8 to 1 (New Jersey Casino
Control Commission, 2000).
3. Casino gambling: in this study, it is defined as all gambling activity which occurs in
fully licensed casino facilities, including land-based, riverboat and dockside
establishments. Indian gambling casinos, cruise ship casinos, and certain non-casino
slot machines have not been considered in this study.
4. Casino industry: it is a business that operates gambling that at the minimum features
table games and card games and normally includes slot operations as well as other
games o f skill or chance and amenities marketed toward customers seeking gaming
activities or entertainment (Eade, 1997).
5. Chip: it is a nonmetal or partly metal representative o f value, redeemable for cash,
and issued and sold by a casino operator for use in gaming (Cook, 1999).
6. Commercial casino: in the study, commercial casino indicates land-based casinos and
riverboat casinos in the U.S., but Indian gambling is not included.
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7. Craps: it is one o f the most exciting games in a casino and there are a wide variety of
wagers that can be placed. It is a game in which dice are rolled to make different
points or combinations. Many players start with a wager on the Pass or Don’t Pass
line. A pass line bet wins if the shooter’s first roll is a 7 or 11, but it loses if the first
roll is a 2,3, or 12. A don’t pass bet loses if the first roll is a 7 or 11 and it wins if the
first is 2 or 3. If the first roll is a 12 it is a standoff and nobody wins (New Jersey
Casino Control Commission, 2000).
8. Destination resort: it can be defined as those commercial casinos that offer restaurant,
retail, recreation, entertainment, and/or hotels in addition to a number and variety o f
gaming opportunities (National Gambling Impact Study Commission Report, 1999).
9. Electronic gaming device: any mechanical, electrical device or machine which upon
payment o f consideration is available to play or operate, the operation o f which,
whether by reason o f the skill o f the operator, application o f the element o f chance, or
both, may deliver or entitle the person playing or operating the machine to receive
premiums, merchandise, token, redeemable game credits or anything o f value other
than unredeemable fi-ee games whether the payoff is made automatically fi-om the
machines or in any other manner (Cook, 1999).
10. Gross gaming revenue: gross gaming revenue (GGR) is the amount wagered minus
the winnings returned to players, a true measure o f the economic value o f gambling.
GGR is the figure used to determine what a casino, racetrack, lottery or other gaming
operation earns before taxes, salaries and other expenses are paid - the equivalent of
sales, not profit (American Gaming Association, 2000).
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11. International monetary fund (IMF): international lending organization that focuses on
lowering trade barriers and stabilizing currencies. When helping developing nations
pay their debts, the IMF usually imposes tough guideline aimed at lowering inflation,
cutting imports, and raising exports. The IMF, founded in 1945, is headquartered in
Washington, D.C. (Friedman, 1987).
12. Keno: it is a game whereby the patron chooses from one to twenty numbers from an
eighty number field. The patron may win based upon the amount o f numbers s/he
matches from the subsequent draw(s) o f numbers by the casino (Cook, 1999).
13. Land based casino: it is a casino that is totally constructed and physically supported
on the land, rather than on water (Fenich & Hashimoto, 1996).
14. Low-stakes or limited-stake gambling: gambling that seeks to limit to the bets and
total losses that a patron can sustain (Cabot, 1996).
15. Poker: a card game played by a maximum o f ten players who are dealt cards by a
nonplayer dealer. The object o f the game is for each player to bet the superiority o f
his/her own hand and win the other players’ bets by either making a bet no other
player is willing to match, or proving to hold the most valuable cards after all the
betting is over (Cook, 1999).
16. Roulette: a game played on a horizontal rotating wheel where players can bet on
which compartment a nonmetallic ball may come to rest (Cook, 1999).
17. Slot machine: it is a type o f electronic gaming device.
18. Stakes: it is a gambling term referring to the amount wagered (Fenich & Hashimoto,
1996).
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19. Twenty-one (Blackjack): it is a card game played with a single deck or multiple decks
o f cards dealt from a shoe. The player attempts to beat the dealer by obtaining a total
equal to or less than twenty-one, so that his/her total is higher than the dealer’s (Cook,
1999).
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CHAPTER 2

LITERATURE REVIEW

Introduction
Chapter 2 o f the paper consists o f literature review, which provides general
information on the tourism, and development o f casino gambling in both South Korea
and the United States. Considering the brief history o f casino gambling in South Korea,
the emphasis is placed predominantly on the United States. The review o f literature on
benefits and costs o f casino gambling is also included.

Tourism and Development
Ever since professors Hunzinger and K rapf attempted a first definition o f tourism
in 1935 (Sener & Harrison, 1994), numerous scholars and institutions have endeavored to
refine and redefine the term “tourism” in an effort to provide an internationally
acceptable standard. According to the World Tourism Organization (1980), tourism
includes all types o f travel (business and pleasure) except commuting from home to
work. Included are the categories o f visitor, tourist, and excursionist.
Tourism represents one o f the largest industries in the world economy. Many
nations, states and communities fund tourist boards to promote their locations and attract
further investment. Tourism is expected to continue to grow and to maintain its status

11
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well into the twenty-first century. The tourism industry is a major economic,
environmental and socio-cultural force. It is regarded as a highly political phenomenon
as well. According to Hall and Jenkins (1995), the nature o f tourism is the product o f
complex interrelated economic and political factors as well as particular geographic and
recreational features that attract outsiders to any given community. The economics o f
tourism, its geographical features and recreational characteristics have received
considerable attention.
Tourism does not have a unique base as an industry but encompasses widely
disparate forms and organizations fi-om many industries, which serve customers with a
variety of incomes, tastes, and objectives. It includes the physical development and
management required to provide for all of the traveler’s interests and needs. It also deals
with urban and rural landscapes o f tremendous diversity, and government agencies with a
wide range o f motivations and interests. The consumers, the suppliers, and the
government agencies are the major participants that shape the tourism industry
(Eadington & Redman, 1991).
The development o f tourism is now a major objective o f many developing
countries, as well as rural areas o f developed coimtries, as a means o f attracting revenues
from their developed and more affluent neighbors. In addition, tourism is high on the
priority list o f intermediate policy goals for many industrialized countries intending to
cure unemployment, to widen their export base, and to restore or consolidate their foreign
exchange reserves.
Tourism is also used as a tool for an urban redevelopment. In many urban areas
in the Western world, the loss o f key industries has led to urban blight and
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unemployment. In this changed economic and political environment, government at all
levels has sought to find mechanisms by which income, investment, and employment
could be generated. Tourism, along with other service industries such as finance and
communication, was recognized as one potential tool for urban and regional
redevelopment. The aim o f tourism promotion was partly to boost the city, partly to
revitalize the city, and partly to physically regenerate the area (Hall & Hamon, 1996).
Tourism is often a major export o f a region or nation, though no commodities are
being physically exported. Tourists travel to a destination to consume tourism services,
resulting in a payment flow into the destination that is similar to that o f other export
sectors. This injection o f income becomes a source o f income and jobs for people
involved directly in providing toiuism services, and it also indirectly supports other
sectors o f the economy as the newly created income is spent in purchasing other goods
and services produced in the region. These additional economic benefits are known as
secondary or indirect economic impacts (Eadington & Redman, 1991). The view that
tourism is an export industry o f three Gs - get them in, get their money, get them out - is
o f considerable appeal to communities in search o f economic development (Tooman,
1997).
As Clancy (1999) points out, tourism means greater integration into the world
economy and creates opportunities for movement by the population into the m odem
sector fi-om the traditional subsistence agricultural sector. The economic benefits
associated with this trade are emphasized not only by policymakers encouraging its
development, but also by academic research seeking to understand its broader political
economy. These benefits include employment creation, foreign exchange earnings.
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government revenues, the establishment o f forward and backward linkages, and income
and employment multipliers. In addition, tourism often employs unskilled and semi
skilled workers, which in developing regions are usually in strong supply; thus, tourism is
often viewed as an ideal industry for such regions (Walle, 1993). Tourism can generate
sales, output, and labor earnings in a nation, or in a province, state, department,
municipality, or other local area within a nation. These economic contributions are o f
interest to private businesses, public agencies, and individuals living in areas that tourists
visit.

Casino Gambling and Development
Gambling, which used to be viewed with the skepticism and derision given to
other vices such as illicit drugs, the sex business, alcohol, and tobacco, has found
considerable acceptance during the latter half of the twentieth century. In its most
positive light, gambling is seen as a recreational outlet, entertainment and leisure product.
Along with the acceptance o f gambling, public officials have come to view casino
gambling as a legitimate segment o f the tourism industry and an important catalyst for
economic development. From a local or regional perspective, those wanting to own
casinos promote casino gambling as economic development. In some areas, casino
gambling is developed as a key destination attraction that can stimulate and revitalize a
community’s economy, particularly through its tourism industry (Smith & Hinch, 1996).
The fact that many people travel to participate in casino gambling provides a further
indication that casinos do function as attractions. Casino gambling, as a basic tourist
attraction, is perceived as a basic economic activity that generates new wealth in a region.
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In the U.S., the economy o f the Northeast has eroded as industry, which has long
served as its economic base, has shifted to the Sun Belt or has become uncompetitive
with foreign imports (Pizam & Pokela, 1985). This loss o f industry, combined with a
worldwide recession and decreased federal spending, has had a severe impact on the
economy o f the Northeast. To combat the loss o f tax base and federal spending, many
states in the Northeast have instituted lotteries in order to maintain state support o f
essential services. The success o f these lotteries has led many o f these states to consider
developing the casino gambling industry within the state as a way o f strengthening local
economies and adding to state and local coffers. In addition, since the end o f the 1980s, a
number of rural communities have launched limited-stakes gambling as a tourism
development strategy. For example, Colorado approved casino gambling in the mountain
towns to strengthen its tourism and revitalize the rural areas.
Casino gambling is also used to develop and redevelop urban areas. Atlantic
City, in the U.S., legalized casino gambling as a unique tool o f urban development. A
narrow focus on these quantifiable tourists, tax base and employment figures would
suggest that casino gambling in Atlantic City has been a major success. The city has
turned its economy around to the degree o f a 21- fold increase in the property tax base in
just 14 years (Teske & Sur, 1991). In these terms, casino gambling has stimulated one of
the largest and quickest successes ever in the history o f economic development.
In September 1989, a group o f business people and government leaders in Central
City, Colorado, proposed limited-stakes gambling as the primary economic development
strategy for their town. Concerned that seasonal tourism was supporting only a marginal
economy, while their water plant was deteriorating and their crumbling historic buildings
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could not be repaired, these leaders looked outside the community for solutions.
Drawing parallels with Deadwood, South Dakota - another former gold mining town
turned gambling destination - community leaders suggested that limited-stakes gambling
could provide jobs as a real boost to a slumping economy (Stokowski, 1993).
Additionally, the promoters suggested that gambling revenues could fund local historic
preservation and renovation efforts.
Similarly, in Australia, the use of casinos to attract tourists and to raise taxes for
city and state governments has been an urban policy initiative o f several state
governments since the early 1970s (Hall & Hamon, 1996). The granting o f casino
licenses in Australia is testimony to the perceived need o f state governments to increase
their revenue base. More significantly, casinos serve the role o f hallmaik projects around
which further real estate development and urban renewal programs can be undertaken.
Casino development represents a new direction in Australian urban governance, and it is
now an integral component o f urban redevelopment and reimaging strategies. For
example, the Canberra Casino, which opened in 1994, was specifically designed to help
revitalize the main downtown area, while funds fi'om the casino license were earmarked
for arts and cultural developments in the inner city area. The Brisbane Casino is being
used to provide a financial basis for the restoration o f the former treasury building in
which the casino will be located. The Brisbane Casino development also has been
utilized by the Queensland state government as a component o f waterfi-ont redevelopment
strategies, including the development o f a major cultural, convention, and leisure
complex on the site o f the 1988 Expo (Hall & Hamon, 1996).
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Casino Gambling in South Korea
As Roehl (1994) noted, traditionally two approaches to casino legalization have
been recognized. One is limited or European style casinos. Casinos are viewed as a
complement to rather than a replacement for, other traditional tourist attractions. Casinos
are geographically, economically and socially segregated. Regulations restrict casinos’
ability to advertise and to respond to the maiicet. Steps are taken to discourage local
residents from gambling. This approach is in contrast to the American, or perhaps more
accurately, Nevada model. The American model argues that m arket forces should
determine location, number and operating hours for casinos. Promotion to stimulate
demand is seen as a necessary action in a market economy and does not exclude local
participation. These two orientations mark endpoints on a continuum. Legislation
legalizing casinos typically falls somewhere between these two extremes, and, so far, the
casino industry in South Korea is closer to the European style.
In South Korea, a casino business was introduced as a tourism product to bolster
insufficient tourism resources in the 1960s, and it has grown slowly with strict
government regulation. In 1967, South Korea’s first casino opened at the Olympus Hotel
in Inchon, 20 miles from Seoul, and the following year the second casino opened at the
Sheraton Walker Hill Hotel in Seoul, in an attempt to attract U.S. military personnel and
foreign tourists (Lee & Kwon, 1997). Only foreign visitors are allowed to gamble in
Korean casinos; Koreans have not been permitted to enter casinos in their owm country
since the first opening. Today, 13 casinos are operating at international tourist hotels
around the country, the largest casino being Continental Casino located in the Sheraton
Walker Hill Hotel.
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In the meantime, the economy o f Kangwon-do began to experience a sharp
downturn in the 1980s when the mining industry, which had been the primary industry in
the local economy declined. The experience had a severe impact on businesses and
residents in the area. As a result, the government decided to develop casino resorts for
both foreign and domestic tourists with the coordination o f local government and
residents. A temporary casino resort will be open in the fall o f 2000, and a permanent one
is planned to open in 2001.
Korean casinos offer many table games, including twenty-one, baccarat, mini
baccarat, roulette, poker, craps, keno, and dai sai (Cabot, Thompson, & Tottenham,
1993). In the past, slot machines were operated separately from casino facilities, and
Koreans were allowed to play slot machines. However, in 1993 slot machine operators
were found to be involved in organized crime and tax evasion. As a result, the
government decided to close all slot machine facilities in May, 1996. At present, there
are no legal slot machines in Korea.
The revenue o f Korean casinos for 1997 totaled approximately $244 million
(U.S.), but this was less than in previous years ($267 million in 1996 and $284 million in
1995). In 1994 626,000 tourists visited Korean casinos, accounting for 17.5% o f the total
foreign visitors to Korea. However, the number o f visitors decreased to 517,000 in 1996
(An, 1998).
Since 1994, the Korean government has considered the casino industry as a
tourism business and, thus, revised the Tourism Promotion Law to include casinos as a
part o f the tourism industry. The interest in the casino business is high among

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

19
government, local communities, and many investors, due to the serious current economic
crisis.

Casino Gambling in America
Evolution
Examples o f gaming in the United States date back to colonial times where it was
reported that even Benjamin Franklin was involved in the sale o f lottery tickets.
Following a scam in New Orleans, gaming had been prohibited until the Civil War began,
and, then, some form of lottery was reintroduced in order to help support the Union’s war
effort (Goussak, 1994). In the early years o f the twentieth century, many states outlawed
gambling. Nevada, for example, made gambling illegal in 1910 (Stemlieb & Hughes,
1983). However, gambling continued to expand despite legal sanctions.
In 1931, Nevada was the first state to legalize casino style gambling, but the
actual boom began in 1946 with the opening o f the Flamingo. The State o f Nevada did
not employ geographic or aesthetic criteria to determine casino location, and as a result,
casinos were spread throughout the state (Pizam & Pokela, 1985). The gambling and
tourism industry has acted as the state’s major employer, its major taxpayer, and the main
source o f out-of-state revenues for the state and the local private economic sector.
Regulation o f gambling in Nevada is multifaceted. Prior to the reforms o f 1945
when the state began issuing license and collecting a tax on gaming revenue, local control
dominated and officials such as sheriffs were charged with enforcing gambling
regulations. Since 1945, casino gambling has been controlled primarily at the state level.
Nevada now has two separate bodies responsible for control: the Gaming Commission,
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which has the final authority for licensing, and the Gaming Control Board, which carries
out the actual enforcement o f regulation. The Gaming Control Board is comprised o f
investigation, audit, tax and licensing, and securities and economic research divisions
(Stemlieb & Hughes, 1983).
Until the mid-1970s, Nevada was the only state in the United States to have
legalized casinos statewide since the state legalized them in 1931. In 1976, New Jersey
voters authorized the development o f a casino industry which began operations in 1978;
but, unlike Nevada, casinos were legalized only in Atlantic City. The arrival o f legalized
casinos on the East Coast with the opening o f Resorts International Casino has brought a
substantial change to Atlantic City’s economic and social environment. Atlantic City has
since grown to be the second largest casino destination, with gross gambling revenues
second only to Las Vegas in the United States.
During the 1980s and early 1990s, the coimtry’s gambling menu rapidly
expanded. The legalization o f video lottery terminals in remote Montana locations
(1985), passage o f federal legislation for tribal gambling (1988), the legalization o f Iowa
casino riverboats (1989), and the introduction o f electronic keno gambling in Oregon
(1991), have all encouraged the expansion o f the gambling industry (Gross, 1998). As a
result, there are now small-stakes casinos, casinos in mining towns, riverboat casinos
with mandated sailing, riverboat casinos that can remain dockside, casino gambling
facilities built on barges rather than boats, Indian casinos, and urban casinos.
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Growth
Over the past 25years, the United States has been transformed from a nation in
which legalized gambling was a limited and relatively rare phenomenon, into one in
which such activity is common and growing. Many state governments have shifted from
being regulators o f gambling to being promoters o f gambling due to their dependency on
the tax revenues they generate. Today, all but two states have some form o f legalized
gambling. Pari-mutuel racetracks and betting are the most widespread form and are nowlegal in over 40 states; lotteries have been established in 37 states and in the District o f
Columbia, wdth more states poised to follow; and Indian casinos operate in every region
o f the country (National Gambling Impact Study Commission, 1999). With conventions
and tradeshows, a wider variety o f entertainment, sporting events, and recreation,
gambling now is one o f the greatest attractions in the United Stated. Table 1 shows the
growth with gross gambling revenue (GGR) from 1988 to 1998 in both the commercial
casino industry and in gambling as a whole, which includes pari-mutuel wagering,
lotteries, casinos, legal bookmaking, charitable gambling and Indian gambling.
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Table 1
Gross Gambling Revenue of the U.S. from 1988 to 1998
Year
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

Total Casino Revenue
7.1
$
7.7
$
9.1
$
9.4
$
$ 10.6
$ 12.5
$ 15.4
$ 18.0
$ 19.1
$ 20.5
$ 22.3

Total Gambling Revenue
$
$
$
$
$
$
S
$
$
$
S

21.5
24.0
26.6
27.1
30.4
34.7
39.8
45.1
47.9
50.9
54.4

Note. All amounts in billions
Source. American Gaming Association
Casino-style gambling has witnessed an explosive growth in popularity and
availability across the United States since the late 1980s. Many states that postponed
legalization o f gambling are rushing to legalize these activities to recapture potential
tourism and tax revenues fleeing their borders to neighboring states. Traditional casino
hotels are found in Nevada, Atlantic City, New Jersey, and New Orleans. Limited stakes
casino gambling is available in Deadwood, South Dakota, and in Black Hawk, Central
City, and Cripple Creek, Colorado. Riverboat casinos have begun operations in several
states, such as Iowa, Illinois, Indiana, Louisiana, Mississippi, and Missouri. And many
Indian tribes have signed compacts with their respective state governments to implement
casino-style gambling on their reservation. As an example o f the extent o f reservation
gambling, Minnesota has become the largest casino center between Nevada and New
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Jersey. Table 2 highlights some o f the key dates and events in the growth and availability
o f casino gambling activities.

Table 2
Milestone in Gambling’s History and Growth
Year
1931
1976
1988
1989
1990

1991
1992
1993
1994
1996

Event
Gambling legalized in Nevada
Gambling legalized in Atlantic City, New Jersey
Indian Gaming Regulatory Act
Limited stakes gambling legalized in Deadwood, South Dakota
Limited stakes Riverboat gambling legalized in Iowa
Limited stakes gambling legalized in three mountain communities in
Colorado (Central City, Cripple Creek, and Black Hawk)
Riverboat gambling legalized in Illinois
Riverboat and Dockside gambling legalized in Mississippi
Riverboat and Land-based gambling legalized in Louisiana
Riverboat gambling legalized in Missouri
Riverboat gambling legalized in Indiana
Limits removed from gambling in Iowa
Land-based gambling legalized in Michigan

Source. American Gaming Association and Gaming Research & Review Journal vl(2).

According to experts and scholars, there are some basic reasons for the recent
explosion in legalized casino gambling. First, public’s attitude toward gambling has
become more favorable. Gambling is increasingly perceived by the public as an activity
that can be tolerated and even supported in the right context and under the proper level o f
control, and is no longer seen as an “evil” or “sinful” behavior. More people than ever
are choosing casino gambling as an acceptable leisure activity. Roehl (1994) illustrates
the shift in the public attitude toward gambling between 1974 and 1989. For example,
only 28% o f adults in the South supported the legalization o f casinos in 1974. By 1989,
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52% o f adults in the South supported legal casinos. During this period gambling
participation also increased.
The second reason is economic need, the reason for most other forms o f business
development. During the 1980s, the weak economic condition o f the U.S. left many state
governments with huge deficits and declining revenues. Reductions in federal funding
for state and local governments motivated a search for new sources o f revenue. Tax
revenue fi-om gambling was seen in many jurisdictions as a publicly acceptable means o f
producing new tax revenues. Finally, in reaction to the Supreme C ourt’s ruling
recognizing the rights o f Native Americans to operate gambling on reservations, the
Indian Gaming Regulation Act o f 1988 instituted procedures for states and Native
American groups to negotiate agreements on the operation o f gambling on tribal land.
In the U.S., gambling isn’t what it used to be. Casino gambling is no longer the
business o f “gangster types”. On the contrary, casino gambling is one o f the growing
parts o f the entertainment industry. It is fashionable and the American public has
accepted it. W hat began as a means o f raising tax revenues or spurring development in
depressed communities that are dependent on tourism expenditures has now exploded
into one o f the largest components o f the entertainment industry in the United States.
Eadington (1995) identifies four categories o f casinos around the world: casinos
in historic or refurbished structures; casinos on riverboats; casinos in purpose-built
facilities with limited nongaming amenities; and casinos in purpose-built facilities with
extensive nongaming amenities and attractions. According to Cook and Yale (1994),
there are four broad categories o f gambling alternatives: traditional full scale casino
gambling, including the well-established locations in Nevada and Atlantic City; historic.
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limited stakes operations such as those in Colorado's mining towns; dockside casinos,
such as those operating on the Mississippi; and reservation gambling that runs the gamut
o f limited stakes small scale operations to large scale Las Vegas style operations such as
Fox wood's on the Mashantucket Pequot reservation in Connecticut. In this study, the
casino gambling in the U.S. is divided into three major forms. Land-based casino
gambling, Riverboat and Dockside casino gambling, and Indian casino gambling.

Land-based Casino Gambling
The origin o f land-based casinos was Las Vegas, Nevada, which legalized fullscale casino gambling. The first o f the modem casino-hotel complexes was the Flamingo
on the Las Vegas Strip, built in 1946 by Benjamin “Bugsy” Siegel. In 1969, the Nevada
legislature adopted a Corporate Gaming Act that allows publicly traded corporations to
own casinos without requiring every single stockholder to be licensed (Kilby & Fox,
1997).
With gambling being only legalized in Nevada, creating a sort o f monopoly. Las
Vegas continued to grow. In 1995, Las Vegas claimed to nine o f the ten largest hotels in
the world, all o f them casino hotels (Eadington, 1998). Las Vegas is probably the
premier convention city in the world, in terms o f convention facilities and available
rooms. In spite o f the rapid expansion o f casino gaming into many other states. Las
Vegas continues to thrive as the premier resort city in the world that is built around
casinos.
Casino gambling in Atlantic City is also based on land-based casino, but it is not a
destination resort like Las Vegas. Atlantic City’s casinos are close to urban centers. So,
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they are more accessible and more frequently utilized than rural casinos, and, with that
advantage, they have grown continuously. After necessary legislative acts had been
passed by the New Jersey state legislature, the first casino. Resorts International, opened
in 1978, followed by two openings in 1979, three in 1980 and two more in 1981
(Braunlich, 1996). There are currently 12 casinos operating in Atlantic City and the city
has more casino projects planned for development. Since the inception o f casino
gambling in New Jersey, annual gross casino revenues have grown to $4 billion for 1999,
making New Jersey the state with the second largest gambling revenue in the United
States (American Gaming Association, 2000).
In 1992 Louisiana authorized a single land-based casino and riverboat gambling
in New Orleans in order to strengthen the tourism and convention industry (Dimanche &
Speyrer, 1996). It was not full-scale casino gambling, however. The state restricted the
number and type o f gambling venues. The state legislature stipulated, for example, that
the land-based casino in New Orleans had to operate with only limited food service
facilities and no hotel attached to it, while riverboat casinos are required to cruise.
From the end o f 1980 to the beginning o f 1990, South Dakota and Colorado
legalized limited-stakes gambling in four gold-mining towns as a means o f economic
revitalization. All o f them intended to utilize legitimate gambling for preservation o f
their historic Old West images, but differences in state legislation resulted in different
patterns o f development. In Deadwood, South Dakota, many small casinos were
established, with most gambling tax revenues going toward the town’s historic
preservation. South Dakota limited the maximum wager to $5 and kept casino operations
small by allowing no more than 30 table games or gambling devices per casino license.
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In Colorado, fewer but much larger casinos emerged, in gambling communities like
Cripple Creek, Central City, and Black Hawk with the returns for historic preservation
being available to projects across the state (Blevins & Jensen, 1998).

Riverboat and Dockside Casino
After three years o f debate, the Iowa legislature authorized low-stakes gambling
on riverboats in 1989, and thus became the first Midwest state to enter the casino
gambling industry by enacting legislation to permit riverboat gambling on the Mississippi
River. Lawmakers in Iowa attempted to crafi a law that would allow the state’s gambling
enterprises to develop in such a way as to enhance its tourism industry. The Iowa
riverboats were an immediate success during the summer o f 1991, as busloads o f
speculators began arriving in Davenport, Bettendorf, and other Iowa communities on the
Mississippi River. Their success was unprecedented. According to the Iowa Racing and
Gaming Commission, for the first five months o f operation, the Iowa boats attracted
roughly 1.5 million passengers and reported more than $46 million in casino revenues
(Cahill, 1994).
However, the prosperity o f Iowa’s fledgling riverboat casino industry was to be
short-lived: competition was looming across the river in Illinois. While Iowa gaming
legislation imposed a maximum bet per hand o f $5 and a cap on total loss per passenger
o f $200, Illinois enacted gambling legislation that allowed unlimited wagering to take
place on waterways in the state (Truitt, 1996). The first Illinois riverboats were launched
with little fanfare in the fall o f 1991. They were an immediate success, attracting more
players than even the most optimistic predictions.
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Walking into a riverboat casino, one encounters the ambiance o f a land-based
casino, with few differences. Although rules and regulations differ from state to state, the
concept o f riverboat casinos is generally the same. Usually, boats are required to make
an excursion except in inclement weather. Depending on the market and surrounding
competition, operators charge admission fees o f up to SI 8 per passenger, per cruise
(Cahill, 1994). Due to competitive pressures, many operators eliminate or discount
admission fees. Even if the boat remains moored because o f poor weather, operators are
still required to close doors at the beginning o f a trip and forbid additional patrons to
board mid-cruise. Passengers are allowed to leave; however, re-entry is prohibited.
The pattern o f liberalization o f rules for newly authorized casinos continued in
other states. When Mississippi legalized riverboat casinos in 1990, it authorized
“dockside” casino operations, which meant boats did not have to sail. Later legal
opinions ruled that such casino facilities did not even have to be boats as long as they
were built over the water, which has led to the emergence o f dockside casinos on barges
rather than boats. Missouri’s 1992 referendum authorizing riverboat casinos, and the
1993 enabling legislation, allowed boats in some locations to remain dockside
(Eadington, 1998). The legislation also gave authority to the Gaming Commission to
grant dockside status to licensed operators if such action would increase safety and was in
the best interest o f the state o f Missoiui.
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Indian Gambling
The unique legal status o f federally recognized Indian reservations, combined
with the determination o f Native Americans to revitalize poverty-ridden tribal
communities, contributed to the explosive growth o f legalized gambling on reservations.
Prior to 1979, less than 10 tribes across the country operated bingo establishments. All o f
those were small-scale, chinch or charity bingo operations. The nature o f Indian
gambling changed in 1979 when the Seminole tribe o f Florida opened a high-stakes
bingo parlor on their reservation near Miami, and the tribe was soon making a very
attractive yearly profit o f several million dollars (Davis & Otterstrom, 1998).
With the Indian Gaming Regulatory Act o f 1988, Indian gaming has grown
rapidly, reaching approximately 200 casinos and bingo parlors by early 1995. The
process continues as each month tribes announce the grand opening o f new gambling
establishments (Davis & Otterstrom, 1998). Gambling operations are active on Indian
reservations in nearly thirty states, most o f them established after 1990. They offer all
games, from bingo to casino table and slot machines, to off-track betting. Collective
handles at Indian facilities exceed five billion dollars annually (Cabot, Thompson, &
Tottenham, 1993). Major Indian casinos appeared in the states o f Connecticut, New
York, Wisconsin, Michigan, Minnesota, Washington, Oregon, California, and Arizona, as
well as other states. One o f the new Indian casinos quickly became the world’s largest
and most profitable casino - Foxwood’s, in Ledyard, CT (Eadington, 1998).
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Positive and Negative Impact o f the Casino Gambling
When considering the legalization o f casino gambling, both policymakers and
residents are confronted with a variety o f economic, moral, and social issues and trade
offs. In the U.S., a major reason for introducing casinos has been to capture the
economic benefits they can produce. Expected positive impacts are the development o f
tourism, economic revitalization, increased tax revenue, the creation o f new jobs and
businesses, the improvement in average wages and benefits, rising property values,
reductions in unemployment, and investment stimulation. Other societal benefits from
legalization are recognized, such as the reduction o f illegal gambling and nefarious
linkages, the protection o f customers and vendors o f gambling services imder the law,
and a decline in public resources required to combat illegal gambling. Legal gambling is
typically a formidable competitor o f illegal gambling (Eadington H, 1998). However,
those positive impacts are paired with undesired and unmeasured negative impacts, such
as compulsive gambling habits, increased crime, suicide, debts, economic displacement,
and social changes in the community.
According to Eadington (1998), economic impacts linked to casino gambling —
such as tax revenues, job creation, and new investment —are generally tangible,
quantifiable, and perceived as positive. On the other hand, there are often other social
impacts to be concerned with in relation to casino gambling, such as excessive gambling,
the undermining o f family values, spousal and/or child abuse, or declined work incentive.
These negative impacts tend to be qualitative, intangible, and difficult to measure.
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Positive Impact on the Casino Gambling
Tax Collections and Licensing Fees
Casino gambling provides public revenues through business licensing fees and
taxes - taxes on gambling winnings, sales, restaurant meals and hospitality, utilities,
property, and employee income. They (taxes and fees) are imtapped sources o f revenue
that is extremely lucrative, without increasing sales or property taxes for the local
residents.
In Atlantic City, with the Casino Control Act, the city initiated a number o f fees
and taxes specific to the casino hotel business that would provide revenues to support
regulatory costs, to fimd social services for the disabled and the elderly throughout the
state o f New Jersey, and to provide investment funds for the redevelopment o f Atlantic
City (Braunlich, 1996). Casinos are subject to the Casino Revenue Tax along with a
community investment alternative obligation, which is designed to encourage
investments. Revenues fi"om the tax are deposited into the Casino Revenue Fimd and
dedicated for use in supporting programs for the elderly and for disabled persons. The
casino industry is also subject to various licensing fees on casinos, slot machines, and
casino employees. Between 1978 and 1995, the casino industry paid close to five billion
dollars in direct taxes and fees to state, county, and local governments (Madhusudhan,
1996).
In Mississippi, the gaming industry produces 10% o f the state’s annual budget
(The state’s annual budget is 3.1 billion). Nearly $160 million is derived firom tax
collections fi-om gross gaming revenues in the state-regulated casinos and $140 million is
generated by new sales taxes and income taxes. The casino industry has paid more $1.2
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billion in gaming taxes since July o f 1992. The industry paid more than $841 million in
state and nearly $400 million to the local governments where gaming is legal (Mississippi
Gaming Commission, 2000).
In east St. Louis, since riverboat casino operation was legalized in 1993, taxes on
the riverboat’s $150 million annual revenues have doubled the city’s budget to $12
million, allowing East St. Louis to reduce property levies by 30%, to slash its debt, to
double the number o f police officers and patrol cars, and thus to cut the murder rate in the
area by a third (Homblower, 1996)
In Colorado the legalization o f gambling operations on October 1, 1991, brought
about tourist visits and revenues that exceeded all expectations. By the end o f the first
year o f gambling, the state o f Colorado had received over $17 million in tax revenues
(about 75% o f all revenues are fi-om gambling operations in Central City and Black
Hawk,- 25% are from Cripple Creek) (Stokowski, 1993). About half o f the tax money
will eventually be distributed to state and local historical funds, and to governments o f
the affected cities and coimties.
While casino gambling contributes to a large volume o f revenues, some critics
doubt its positive economic effects, claiming that implanned expenditures for gambling
result in retrenchment in other fields, imless it is financed fi-om savings and/or lower
savings rates (Smeral, 1998). However, in the case study in Mississippi by Bybee and
Mayer (1998), the economy of local area has benefited fi-om casinos with virtually no
assistance from tourism, and other businesses like restamant business were not effected
by the casino business. There is also an argument that the tax revenue raised from
casinos is regressive, because the poor tend to spend a larger proportion o f their income
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on casino gambling than the middle class. Walker (1998) refutes this claiming that the
same is true for the voluntary consumption o f any product, and that tax regressivity is no
more an argument against casinos than it is an argument against Wal-Mart.

Job Creation
The casino business creates jobs directly from its gambling operations as well as
from hotel, restaurant, and entertainment facilities operations. Big casinos employ a lot
o f people and pay benefits and salaries to their employees. Casino hotels are laborintensive, averaging three to four employees per room, compared to one-half to one
employee per room in a non-casino full-service hotel. In addition, the industry creates
thousands o f jobs indirectly, including jobs in various state agencies that regulate the
industry, such as the Casino Control Commission and the Division o f Gaming
Enforcement. Casinos buy goods and services from other firms that also have payrolls.
One o f the reasons to legalize a casino gambling is to create a job, and this was the public
justification for the original riverboat casinos in Illinois.
Destination resort casinos are the strongest in job creation and in mitigating
negative social consequences associated with gambling. As in Las Vegas and Atlantic
City, and more recently in locales like Biloxi, Shreveport, and southeastern Connecticut,
casino resort complexes generate not only casino jobs but also additional jobs throughout
the community relating to other functions o f a destination resort, such as hotels,
restaurants, casino supply firms, outdoor recreation, and retail shopping. For example, an
Arthur Andersen study (1997) found that, in Biloxi and Gulfport, Mississippi, o f the
18,200 new jobs created between 1990 and 1995, 62 percent were created by casinos.
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According to the Mississippi Gaming Commission (2000), there are nearly 38,000 people
employed in the casino industry with approximately 28,000 indirectly employed by the
industry. Statewide the casino industry payroll is more than $600 million dollars a year.
Tunica County, Mississippi, had the highest unemployment rate in the state until
gambling came to the county; but the county’s unemployment rate was reduced from
more than 26 percent in 1992, to less than 5 percent in October, 1993, with the inception
o f casino gambling (Franklin, 1996).
According to the study o f economic aspects by Miller (1997), more than 328,000
Americans were directly employed by the gambling industry as o f July, 1997, and
employment has grown by 16 percent nationally since December, 1995. A 1996 study
conducted by Arthur Anderson and commissioned by the American Gaming Association
( 1996) concludes that the gambling industry hires employees primarily within the United
States, and that the number o f jobs created per $1 million o f revenue is significantly
higher than several other high-growth industries.

Regional Economic Development or Redevelopment
Casino gambling has a positive multiplier effect on regional economy. A casino
itself purchases goods and services locally. The development o f casinos brings large
investments from outside to local communities. Money will be spent on local goods and
services by tourists and industry employees. The original gambling industry dollar will
eventually go through several rounds o f local spending. Casino hotel employment will
also improve the personal income o f employees. Much o f this extra income will be spent
within the local economy, provided that the hotel casino employees live in the city itself.
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Visitor expenditures will play an even bigger role in stimulating the local economy. The
expenditure from tourists will come from many different phases o f the casino industry
(Walkoff, 1993).
Las Vegas, Nevada, is a good example o f the economic growth and revitalization
generated by casino gambling. Las Vegas is a tourist destination and most o f the people
who come to gamble stay awhile from several days to a week on average, resulting in a
large local economic multiplier. In Atlantic City, the high cost o f construction, in
addition to the cost o f physical characteristics mandated by Casino Control Commission
regulations, has resulted in a relatively large total capital investment o f $5.3 billion for 12
casino hotels, or $443 million per property, with an average cost per hotel room o f
$594,000 in 1994. A similar investment in a business-class noncasino hotel would be
$150,000 per room. The high cost o f entry into the Atlantic City casino hotel business
WEIS seen by regulators as a means o f establishing long-term commitments by casino
companies, thus, ensuring the stability o f the casino hotel industry (Braunlich, 1996).

Negative Impact on the Casino Gambling
Increased Crime
Historically there has been the view that the introduction o f legalized gambling
will increase crime in a community. There would be more violent crime, more juvenile
crime, more drug- and alcohol-related crime, more domestic violence and child abuse,
and more organized crime. Yet this simple view is not as straightforward as it may first
appear. An increase in crime can result from several distinct processes. According to
Roehl (1994), the number o f crimes reported can increase because of: (1) changes in the
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population at risk, (2) changes in criminal opportunities, (3) changes in law enforcement,
or (4) changes in crime elsewhere. More visitors to an area mean that there are more
opportunities for crime to occur. An increase in resident population and/or income levels
may also create more opportunity. Increasing the supply o f hotel rooms has a similar
effect by providing more opportunity for burglaries. Furthermore, when dealing with a
destination area that receives millions o f visitors a year, it is very difficult to determine an
appropriate base rate for crime statistics.
Crime rates in Atlantic City and surrounding communities have increased since
the first casino opened in 1978. The growth in the crime index began to exceed that of
the state as a whole, despite a strengthened police force. Between 1977 and 1984 total
violent crimes increased by more than 116%. In 1977, before the first casino opened, the
Atlantic City Metropolitan Statistical Area (MSA) ranked 50* among the nation’s 257
MS As in per capita violent and property crime. In 1981 the Atlantic City MSA was
ranked first (Braimlich, 1996). Some take the city’s initial rise in reported crime to be
proof that casinos cause street crime.
Economic modeling suggests, however, that the increase in crime is statistically
related to the opening o f casinos in Atlantic City, as well as increased wealth in some
communities and increased unemployment in others. Not all types o f crime have
responded in the same way. In the Hakim and Buck study (1987), larceny, auto theft,
robbery, and violent crime were statistically related to the presence o f casinos, while
burglary and total crime were statistically unrelated to the presence o f casinos in Atlantic
City. This line o f research may best be summarized by Albanses: any city which
undergoes a significant revitalization (whether it be casino-hotels, theme parks.
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convention centers, or other successful development) that is accompanied by a large
increase in the number o f visitors, hotels, and/or other commercial activity, may
experience increased crime (Roehl, 1994).
With street crime, there exists a high potential for organized crim e to become
involved with casino operations because casinos are not like most other businesses.
There are many transactions involving large sums o f cash, credit is easily available, and
complimentary services are commonly offered throughout the operation. Historically, in
uncontrolled and unregulated casino operations cash is skimmed to finance criminal
activities, cash is laundered to hide criminal activities, liberal credit is offered as illicit
cash conduits, and complimentary services are used to divert casino funds for illicit
purposes (Braunlich, 1996).
From the experience o f the U.S. casino industry, organized crim e has been more a
by-product o f illegal gambling than o f well-regulated, legal, commercial gambling
industries (Eadington, 1996). This reality - along with the incorporation o f commercial
gambling companies and the professionalization o f regulatory bodies - has made the
crime claim against gambling far less relevant. This is no guarantee that problems o f
organized crime will not occur in the future, but the incidents o f scandal associated with
casinos have diminished steadily in most o f the United States since the 1970s. In Atlantic
City, the Casino Control Commission has kept casino ownership and management free
from organized crime, but only by means of stringent regulations such as licensing
requirements that can delay the hiring o f employees. Because o f the strict regulation o f
Atlantic City’s casino industry from its inception, companies are operating casinos free
from the direct influence o f organized crime. Furthermore, the regulators’ determination

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

38
that even the appearance o f corruption, or o f the association with corrupt individuals, will
be harshly penalized makes it unlikely that organized crime will infiltrate casino
ownership and management (Braunlich, 1996).

Direct and Indirect Costs o f Pathological Gambling
One o f the more controversial, and m ore personal, social consequences o f casino
gambling is the issue o f pathological or compulsive gambling. Compulsive or
pathological gambling remains the most real and serious side effect o f gambling
legalization. Compulsive gambling is an addictive disorder that has been recognized by
the American Psychiatric Association since 1980 (Braunlich, 1996). According to the
National Gambling Impact Study Commission Report (1999, VII-2), compulsive
gambling is the inability to resist the urge to gamble, often leading to the destruction o f
one's personal life, family, or job. This may be referred to as pathological gambling and
is considered a treatable addiction.
As Eadington and Cornelius (1993) indicate, there are certainly significant
correlation between the proliferation of commercial gaming and compulsive gambling.
As such problems become more apparent in the years ahead, society will have to
determine the best ways to cope with them. This situation is not unlike the relationship
o f the legal production, distribution, and sale o f alcoholic beverages and their
contribution to the problems o f alcoholism w ith all its associated social costs.
Compulsive gambling has a disruptive effect on the family and social life and can lead to
criminal activities. Pathological gamblers tend to engage in forgery, theft,
embezzlement, drug dealing, and property crimes to pay o ff gambling debts. Employees
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with gambling problems are often preoccupied at work and exhibit irritability,
moodiness, and poor concentration. Additional costs include impaired judgment and
inefficiency on the job, lost productivity o f spouses, unrecovered loans, and divorce.
A 1985 survey of New Jersey residents estimated that between 1.4% and 3.4% of
the state’s adult population was made up o f compulsive gamblers (Volberg & Steadman,
1989). In a 1988 report prepared for the Governor’s Advisory Commission on Gambling,
Henry Lesieur, a noted expert on compulsive gambling, estimated that $514 million per
year in debt was being accumulated by compulsive gamblers in New Jersey (Lesieur,
1988). Although there has been no empirical relationship established between the
accessibility o f legal gambling activities and the prevalence o f compulsive gambling,
professional health providers in the state have reported an increased caseload o f
compulsive gamblers.

Cannibalization o f the Local Economy
Money for gambling will be diverted fi-om people’s discretionary expenditures,
and, as a result, it may cause a negative impact on local business. A year after casinos
were legalized in isolated Deadwood, South Dakota, and electronic gambling machines
were placed throughout the state. South Dakota’s economy showed significant declines in
selected activities such as clothing stores, recreation services, business services, auto
dealers, and service stations. In Black Hawk and Central City, Colorado, the new casinos
forced existing hotels, gas stations and gift shops to close, and this resulted in reduced
visitor services, which, in turn, would have an impact on local residents. New
community services that would improve the quality of life - a grocery, clothing stores.
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and a recreation center - have, as o f yet, failed to materialize. Other public activities also
have been affected: all parking is by fee or residential permit, the saloons and cafes where
locals met regularly have closed, and the future o f community festivals is in question
(Stokowski, 1993).
In Atlantic City, the number o f restaurants declined from 243 in 1977 - the year
after casinos were legalized - to 146 in 1987 (Gross, 1998). As a way o f enticing players
to stay on the premises, casino owners include a variety o f low-priced food services and
restaurants within their casino-hotel complexes. Food prices are often subsidized or
“comped” - that is, given free to the more avid gamblers. As a result, independent
restaurants have difficulty competing. As stated, a substitution effect occurs if existing
local businesses, particularly restaurants and taverns, suffer a loss o f business when
casinos open nearby. However, proponents o f the substitution effect contend that the
money casino customers spend in local casinos leaves them with less funds to patronize
other non-casino establishments. No definitive studies have been conducted which either
prove or refute the existence o f this effect. Therefore the debate remains unresolved
(Bybee & Mayer, 1998).

Summary
From the traditional destinations o f Las Vegas and Atlantic City, gambling as a
legal activity is spreading across the United States in forms ranging from Indian
reservation casinos to riverboat or dockside gambling along the Mississippi River, to
large casinos in traditional tourist markets. The major motivation behind the proliferation
o f gambling is similar to the reason for any other form o f business development:
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economic need (Dimanche & Speyrer, 1996). However, there is a concern about the
appropriateness o f casino gambling as a sustainable economic development strategy.
Therefore, an analysis o f benefits and costs o f casino gambling is the way to assess an
impact on the community or state. The goal o f this study is to develop a proper model for
South Korea through the examination and evaluation o f the positive impacts on each case
model in the U.S. casino gambling industry.
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CHAPTERS

METHODOLOGY

Introduction
The purpose o f this exploratory study is to provide an implication for the casino
establishment and development in South Korea through the examination and analysis o f
the U.S. casino industry operation. To accomplish the purpose, this study uses secondary
data published from several sources. This chapter explains sources o f data, sample
selection, collection o f data, and methods used to analyze the data.

Sources o f Data
Due to the nature and scope o f this study, the use o f secondary data is considered
to be best for the comparative study. One o f the most reliable sources seems to be that o f
statistics and information selected from the annual reports published by each state’s
gaming regulatory body. Normally, the gaming act creates the gaming regulatory body
like gaming commission or gaming board as the local government or state legalizes
gambling. The mission o f the gaming agency is, usually, to license and regulate
gambling in the state area and ensure compliance with applicable statutes, rules, and
regulations in a manner that promotes the integrity o f gaming, and the best interest o f the
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state and its citizens. All licensees have to report financial information to the gaming
agency. The gaming agency conducts regular compliance and revenue audits o f casinos
within the authorized area. The agency is responsible for slot machine inspections and
the financial portion o f background investigations. The agency is also responsible for all
statistical data regarding gaming. Therefore, the reports published by the agency are
appropriate to use for this study.
Another source used in the study is the American Gaming Association (AGA),
which opened its offices in Washington, D.C., in June 1995. Its fundamental goal is to
create a better understanding o f the gaming industry by bringing facts about the industry
to the general public, elected officials, other decision makers and the media through
education and advocacy (American Gaming Association, 2000). The AGA represents the
commercial casino industry by addressing federal legislative and regulatory issues
affecting its members and their employees and customers, such as federal taxation,
regulatory issues, and travel and tourism matters. Based on its goal, the association
provides timely, accurate gaming industry data to the public, and its data is very useful
for this study.
The final source o f data used is the global gaming almanac (Ader, Falcone, &
Steinberg, 1999). It analyzes gaming markets each year for both the North America area
and the International area. It assesses each gaming market's performance specifically
with gaming revenue, market share, win o f position, and win o f admission. This
publication also provides the data for this study when the information can not be obtained
fi-om other sources.
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Population and Sample Selection
Currently, all states but Utah and Hawaii have legalized some kind o f gambling
such as casino gambling, lotteries, and pari-mutuel betting, and many o f them have some
kind of casino gaming such as Indian gaming, riverboat casinos, and casino hotels. So,
the population o f the study is casino gambling in the United States. The study considers
commercial casino gambling only and, therefore, the sample for the study is 9 states,
which are Colorado, Illinois, Indiana, Iowa, Mississippi, Missouri, Nevada, New Jersey,
and South Dakota. Tlie goal o f sampling is to select areas which are representative o f the
type of casino operation in terms o f casino gross revenue, tax revenue, employment, and
gambling experience. Michigan is excluded from the sample selection even though it
legalized land-based casino operation in 1996 and opened the first casino in July 1999
because available data is limited. The study examines the positive economic impact on
the regions or local areas according to the types o f the casino operation, that is, landbased casino or riverboat casino. Louisiana has both types o f casino operations, and it
has many data for riverboat casinos. However, it has a limited data for land-based
casinos. Therefore, Louisiana is eliminated as a sample o f this study. The following
provides a brief summary o f the casino gambling environment in each o f the nine states:

Land-based Casinos
Colorado
Following South Dakota’s implementation in the town o f Deadwood, limitedstakes casino gambling was legalized in 1990 only in the mountain towns o f Black Hawk,
Central City and Cripple Creek as the primary economic development strategy. The
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legislation was patterned after South Dakota’s strategy o f increasing economic activity
while preserving a town’s unique 1800s western heritage through the addition o f low
stakes gambling (Prum & Bybee, 1999). Only 35% o f the total square footage o f a
building may be devoted to gaming, with no more than 50% on a single floor. In
addition, there can be no more than two non-contiguous licensed gaming areas on a
single floor. Gaming started in Colorado on October 1, 1991, with a total o f 11 casinos
statewide. It has grown to as many as 75 casinos operating statewide at one time in
September 1992. With 48 casinos currently. Black Hawk has 19 casinos (Colorado
Division o f Gaming, 2000), Central City has 11 casinos, and Cripple Creek has 18
casinos. These are generally smaller, land-based casinos, although recently larger
facilities which include hotel rooms have entered the market.
Gambling in Colorado is limited in three ways. (1) Gambling may only be
conducted in three historic mining towns o f the state. (2) Only three general types o f
casino games may be played - poker, blackjack, and slot machines (which include video
poker, blackjack and keno machines). Colorado law does not permit any o f the other
casino games commonly found in the casinos o f Nevada and some other states, such as
craps and roulette. (3) The maximum amount o f any single wager is limited to five
dollars. The limit on wagering does not prevent “raising” in poker, or “doubling down”
in blackjack; it’s just that each single original and subsequent bet may not exceed five
dollars (Colorado Division o f Gaming, 2000).
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Nevada
Nevada is the oldest and largest legalized gaming center in the United States.
Authorized in 1931 in the middle o f the Great Depression, gambling has become an
enormously successful economic development initiative for the state. More than 40
million visitors come to Las Vegas, Reno, Tahoe and other Nevada cities annually
(Walker and Miller, 2000).
The Nevada approach to regulation has been based on the concerns for the public
interest and keeping the criminal element away from the industry. Many have lauded the
State for its successful regulation in these areas, while allowing the industry to prosper.
In fact, because Nevada has the most modem experience with this industry, many other
jurisdictions have studied and emulated Nevada’s model o f regulation and methods o f
receiving revenue (Prum & Bybee, 1999).
With the exception o f commercial lotteries, almost all types o f gambling games
are legal in Nevada. Traditional wagering on sports and pari-mutuel wagering on racing
events at licensed sports pools or race books are also legal. In addition to the casinos,
restaurants, bars, supermarkets, drugstores and other business establishments may offer
fifteen or fewer slot machines for play, under the operation and supervision o f either the
licensed business operator or a licensed slot route operator.

New Jersev
In 1976, voters in New Jersey approved a referendum that allowed Atlantic City
to become the second jurisdiction in the United States since the Great Depression to
allow casino gambling. Gaming was approved to revitalize and restore Atlantic City as a
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tourist and convention destination, and to produce taxes for the benefit o f the elderly and
handicapped (Prum & Bybee, 1999). New Jersey’s approach to gaming has been one o f
comprehensive regulation and strict adherence to the rules promulgated. Casino licensees
are limited to hotels with a minimum o f 500 rooms o f no less than 325 square feet per
room. The size o f the casino is linked to the size o f the hotel (Ader, Falcone, &
Steinberg, 1999).
All o f Atlantic City’s casinos offer a variety o f different games. There are slot
machines that accept everything fi-om nickels to $500 tokens and there are more than a
dozen different table games. Baccarat is the most popular game in the city, with craps,
big six and roulette following. According to Walker and Miller (2000), Atlantic City is a
very competitive market o f 12 large casinos supported primarily by day trippers with a
high frequency o f repeat visitation. The primary feeder markets are the New York metro
area and Philadelphia.

South Dakota
The state o f South Dakota has a long history o f gaming within its boundaries.
Pari-mutuel wagering on horse racing started in South Dakota in 1933 with dog racing
following in 1949. A lottery was authorized in 1986 (Walker & Miller, 2000). Landbased casinos were legalized via statewide vote, local option, and legislative action in
1989. Limited gambling venues are permitted in storefi-ont locations but tight restrictions
govern the size o f the casino as well as the amount o f wagering and loss (American
Gaming Association, 2000). Licensing in South Dakota is limited to 30 devices per retail
license, including both tables and slot machines (Prum & Bybee, 1999). Past attempts to
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remove the wager limits have consistently failed. Games offered in South Dakota are
blackjack, poker and slot machines. The maximum bet limit is $5.

Riverboat Casinos
Illinois
In response to the state o f Iowa’s entry into commercial gaming in 1989, the
Riverboat Gambling Act (Act) was enacted in February 1990, making Illinois the second
state in the nation to legalize riverboat gaming. The Act created the Illinois Gaming
Board and empowered it to regulate riverboat gambling. While gambling on a riverboat
is not new, through this Act, the state o f Illinois has attempted to rekindle a portion o f
bygone days in allowing gaming enterprises to conduct four-hour excursion cruises. The
Act allows casino gambling aboard self-propelled excursion boats similar to 19* century
riverboats on navigable streams within Illinois or along its border. All riverboat casinos
are required to cruise, except during times o f navigational or mechanical difficulty (Prum
& Bybee, 1999). Each riverboat gaming license authorizes up to 1,200 gaming positions
and allows for the operation o f two vessels located at a single specified dockside (Illinois
Gaming Board, 2000). The Act requires that all wagering on casinos be cashless.
Employees o f the Illinois riverboat casinos, from top management to deck hands, must
hold an occupational license that is renewable annually.
The first riverboat commenced operations in September 1991, and the tenth, and
final license to be awarded, started operations October 1994 in Elgin (Illinois Gaming
Board, 2000). At present, 9 riverboat casinos are operating in Illinois. The largest
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individual market is in the Chicago area, comprised o f Elgin, Aurora and Joliet. A
num ber o f these riverboats now have onshore, non-gaming facilities.
The most important legislation to affect casino gaming in Illinois since its
inception was the enactment o f Public Act 91-40, effective June 25, 1999 (Illinois
Gaming Board, 2000). One o f the most significant aspects o f this new law is that
dockside gaming is now permitted. Thus, riverboat casinos are no longer required to
make excursions. Additionally, the requirement that riverboat casinos be located on
navigable streams was removed. The new law authorizes the operation o f casinos on any
water except Lake Michigan. A riverboat may be a self-propelled excursion vessel or a
permanently moored barge.

Indiana
After several failed efforts beginning in the late 1980s, Indiana joined the
increasing number o f states to use legalized gaming as a tax source and to spur economic
development. The Riverboat Gambling Act (ACT), enacted by Public Law, became
effective on July 1, 1993, legalizing casino gaming on riverboats. In general, the ACT
established the Indiana Gaming Commission (IGC) and vested it with the authority both
to issue not more than 11 riverboat licenses in specified areas o f the State o f Indiana and
to regulate the operation o f the riverboats along with related businesses, occupations and
schools. The legislation required a minimum two-hour cmise with some provisions for
simulated dockside operation_(Indiana Gaming Commission, 2000).
On December 9, 1994, the Indiana Gaming Commission awarded the state's first
two licenses, and the first riverboat casino opened in Evansville, in December 1995. In
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June 1996 the Tnimp Casino and Majestic Star opened in Gary and the Empress Casino
opened in Hammond (Anderson, 1996 & American Gaming Association, 2000). So far,
ten licenses have been awarded. The final Ohio River license was awarded in September
to Hollywood Park for a riverboat in Vevay, Switzerland Coimty. The eleventh license
has been slated for one o f the contiguous counties around Patoka Lake; however the
license has not been awarded as a result o f opposition from the Army Corps o f Engineers,
who have jurisdiction over the lake (Ader, Falcone & Steinberg, 1999).
Riverboats are required to cruise except when weather or river traffic conditions
are such that it is dangerous to sail, the dock or boat is undergoing structural or
mechanical repair, or in an instance where, should the boat sail, it would cause a violation
o f federal law.

Iowa
Iowa legalized limited stakes riverboat gambling in 1989 and it became the first
state to have riverboat operations. Initially, riverboats were required to cruise four times
a day for a minimum o f three hours per cruise. Bets were limited to $5 per play and loss
limits were set at $200 per cruise. All persons participating in an excursion gambling
boat are required to obtain an occupational license from the commission. In addition,
gambling space is restricted to 30 percent o f a boat's total square footage (Anderson,
1996). These requirements were proved so limiting that, o f the five vessels that opened
in the summer o f 1991, only two remained in operation by 1994.
In 1994, due to competition from Illinois riverboats operating without the
restrictions imposed in Iowa, the state legislature retracted a number o f restrictions. The
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original bet and loss limits were removed. Cruising requirements were eased
considerably and slot machines were allowed to be introduced at the state's ailing horse
tracks (Prum & Bybee, 1999). Currently, 9 riverboat casinos are being operated in the
state with blackjack, dice games, roulette, slot machines and video games o f chance being
the only permitted games in Iowa.

Mississippi

In 1990, the state o f Mississippi enacted legislation to legalize riverboat gambling
in certain locations along the Mississippi River, in navigable waters within counties
bordering the Mississippi River, and in specific waters along the G ulf Coast. There are
no limits on the number o f licenses that can be granted in Mississippi, but gaming must
be conducted only in those counties that have approved gaming by a local referendum
(Ader, Falcone & Steinberg, 1999). Licensed vessels must be at least 150 feet in length
and capable o f accommodating at least 200 passengers. All casino games are permitted,
but bingo, raffles, and wagering off-premises are not permitted. The type o f gaming
approved in the area is dockside casino gaming which requires that casinos be located
over water but does not require casinos to cruise or be housed on a riverboat (Anderson,
1997). This allows for casinos o f a significantly larger size than cruising riverboats.
Because o f the free market situation, the gaming industry in Mississippi has been
allowed to continually grow. Initially, there were no minimum investment requirements,
but in 1994 the Gaming Commission required all casinos to have a hotel with at least 250
rooms and a 500-space parking garage. Casinos were also required to make an

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

52
investment in the local entertainment or leisure infrastructure o f not less than 25% o f the
casino’s cost (Prum & Bybee, 1999).
The first casino opened in August 1992, and five riverboats were operating on the
Mississippi River and on the G ulf Coast by the end o f 1992. Since then, the Mississippi
gambling market has expanded rapidly (Anderson, 1996). There are 29 casinos operating
in Mississippi today. There are a total o f six gaming markets in Mississippi, one o f
which. Tunica, stands apart as a destination resort, along with the G ulf Coast. The rest
are primarily local markets. The $2.2 billion gross revenue in 1998 makes Mississippi
the third largest gaming market in America behind Nevada and New Jersey.
Additionally, Tunica County and Mississippi’s G ulf Coast have become the fifth and
sixth largest individual gaming markets in the United States behind Las Vegas, Atlantic
City, Connecticut (Indian) and Chicago with annual revenues approaching $1 billion
dollars in each market (Mississippi Gaming Commission, 2000).

Missouri
With Illinois to the East and Iowa to the North legalizing riverboat gambling, the
state o f Missouri decided to legalize excursion gambling boats on the Missouri and
Mississippi rivers in 1992. There are no limits or moratoriums on the number o f licenses
or locations by legislation. Due to a court challenge to the initial legislation, Missouri
casinos were originally allowed to offer only games o f "skill" such as blackjack, craps,
and poker, hence excluding slot machines and roulette. However, the latter two were
included when Missouri voters approved a proposition allowing games o f "chance" in
November 1994 (Anderson, 1996).
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The first casino opened on May 1994, and 10 riverboat casinos are being operated
currently. The riverboats are not required to cruise; however, each vessel must have a
cruising schedule, whereby passengers are allowed to board the boat after a two-hour
scheduled gaming session (Ader, Falcone & Steinberg, 1999). Missouri has a S500 loss
limit, and so, patrons are subjected to a maximum $500 bet limit for each two-hour
gaming session. Because o f strict loss limits o f $500, wagers in Missouri must be placed
with chips or tokens; and slot machines cannot accept bills (Prum & Bybee, 1999).

Data Collection
The financial information and statistics were primarily collected through the
Internet. The gaming regulatory agencies o f the studied states have homepages on the
World Wide Web, and each site has financial reports and general information on its
gaming operation. Each homepage usually has data on individual casino’s gross gaming
revenue, tax revenue, employment, and the number o f operating casinos from 1995 to
1999. The homepage o f American Gaming Association was also used to obtain general
information o f the U.S. casino industry and to compare the data collected from the each
sample state’ gaming agency.
In addition to collecting data from Web site, the data was collected from the
special collections section o f the library in the University o f Nevada, Las Vegas, and
through direct contact to the state gaming agency. The special collections section has the
global gaming almanac and copies were made o f the necessary information for reference.
Even though most data for this study was collected from the Web site, direct contact to
the gaming agencies was conducted using e-mail to obtain additional information. There
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is general financial information o f gaming operation on each sample state’s Web site, but
some states do not have the data needed for the study on the Web site. The specific
questions for the study were sent to the state gaming agencies between May 01, 2000 and
May 05, 2000. The second mails were sent to the state gaming agencies o f no response
states between May 15, 2000 and May 18, 2000. The telephone interviews were also
conducted to ask questions on no response states.
The data collected for this study related only to the commercial casinos because
the scope o f this study was only commercial. Moreover, Indian gaming facilities do not
publicly report financial data even though some o f the sample states have Indian gaming
facilities. The following tables are the data collected for this study;

Gross Gaming Revenue

Table 3
Casino's Gross Gaming Revenue for Selected State. 1995-1999
State
CO
Slots
Tables
Total

1995

1996

1997

1998

342,307,970
29,136,964
371,444,934

382,075,345
28,074,036
410,149,381

402,608,868
25,419,624
428,028,492

310,755,865
17,969,264
328,725,129

488,246,186
25,819,922
514,066,108

SD
Slots
Tables
Total

N/A
N/A
46,933,199

N/A
N/A
44,582,066

N/A
N/A
42,680,651

40,664,560
3,231,597
43,896,157

41,784,130
2,845,533
44,629,663

1999

Table continues
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State
NV
Slots
Tables
Total

4.404.595.000 4,645,454,768 4,767,779,214 5,061,373,271 5,498,694,590
2.748.277.000 2,877,014,560 2,804,718,991 2,812,441,460 2,999,611,529
7.152.872.000 7,522,469,328 7,572,498,205 7,873,814,730 8,498,306,119

NJ
Slots
Tables
Total

N/A
2,626,021,000 2,720,146,943 2,825,158,058 2,955,885,552
N/A
1.187.576.000 1,185,992,809 1,207,839,457 1,208,312,022
3,747,578,000 3.813.597.000 3,906,139,752 4,032,997,515 4,164,197,574

EL
Slots
Tables
Total

809,931,246
809,483,729
779,173,843
846,713,368 1,074,761,812
288,169,419
275,399,950
368,380,581
260,038,232
322,007,802
1,178,311,827 1,131,491,531 1,054,573,793 1,106,751,600 1,362,931,231

1995

1996

1997

1998

1999

IN
Slots
Tables
Total

N/A
N/A
N/A

N/A
N/A
372,825,105

696,622,594
835,928,119 1,209,648,373
261,826,570
347,481,343
311,558,292
958,449,164 1,147,486,411 1,557,129,716

lA
Slots
Tables
Total

N/A
N/A
N/A

239,087,548
79,328,158
318,415,706

324,176,060
95,278,759
419,454,819

MS
Slots
Tables
Total
MO
Slots
Tables
Total

372,845,730
95,785,983
468,631,713

418,578,507
94,897,016
513,475,523

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
1,724,343,005 1,862,046,330 1,984,366,844 2,174,201,185 2,516,246,218

168,678,064
142,147,254
310,825,318

364,939,478
172,444,516
537,383,994

467,159,424
184,836,615
651,996,039

607,430,818
195,243,015
802,673,833

N/A; not available
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Since July 1, 1998, Colorado’s fiscal year for gaming revenue runs fi-om July 1
through June 30. Before 1997 a fiscal year for gross gaming revenue began October 1
and ended September 30. Because o f this change in the fiscal year, the period October 1,
1997 through June 30, 1998 is a short. The data was collected fi-om the Colorado gaming
statistics fi-om its Web site. According to the data collected, the gross gaming revenue in
1998 was decreased because o f short period created by the change o f the fiscal year.
In South Dakota, the fiscal year is from July to June, and the data was from the
annual report o f the South Dakota Commission o f Gaming (1999) for 1998 and 1999.
However, slot revenue and table revenue fi-om 1995 to 1997 was not available fi-om the
annual report.
In Nevada, the fiscal year is fi-om July to June. The figures fi-om 1996 to 1999
were collected from the information sheet on the state’s Web site (Nevada Gaming
Commission, 2000). According to the information sheet, slot revenues generated by slot
route operators were also included in gross gaming revenue. The data for 1995 was
collected from Frank Streshley, Senior Research Specialist, Nevada Gaming Control
Board because there was no available data on the Board’s Web site.
In New Jersey, the fiscal year for the revenue is in the calendar year. The figures
were obtained from the casino revenue statistics on the state’s Web site (New Jersey
Casino Control Commission, 2000). There was gross gaming revenue for 1995, but it
didn’t break down to slot revenue and table revenue.
In Illinois, the fiscal year is the calendar year, and the figures were obtained from
the annual report for 1999 on the state’s Web site (Illinois Gaming Board, 2000). The
annual report presented a summary fi-om 1995 to 1999 for gross gaming revenue.
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In Indiana, the fiscal year is the calendar year. There was no data for casino
gaming in1995 because the first casino was opened in December 1995. The revenues
from 1997 to 1999 were obtained from the annual report on the Web site (Indiana
Gaming Commission, 2000). The gross gaming revenue for 1996 was not available from
the annual report on its Web site. Therefore, the revenue was calculated by multiplying
the wagering tax by 5 with the recommendation from Jenny Byrd at the Indiana Gaming
Commission, because the wagering tax is 20% o f the casino’s revenue.
In Iowa, the fiscal year is from July to June. Riverboat casino gaming revenues
from 1996 to 1999 were obtained from statistical information on the state’s Web site.
There were no available data for 1995.
In Mississippi, the fiscal year is same as the calendar year. The gross gaming
revenues from 1995 to 1999 were obtained from the reports section on the state’s Web
site. However, there were no specific data for slot and table revenues on the reports.
In Missouri, the fiscal year o f the financial reports is from July to June. The gross
gaming revenues were obtained from the financial reports on the state’s Web site
(Missouri Gaming Commission, 2000).
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Gaining Taxes
Table 4
Casino's Tax Revenue for Selected State. 1995-1999
1995

1996

1997

1998

1999

45,171,102
3,670,844

51,649,593
3,474,162

57,103,494
3,341,158

41,365,152
3,394,990

74,229,691
3,429,227

Nevada
New Jersey

522,834,433
298,278,000

565,920,529
303,148,000

569,962,145
310,372,000

584,072,858
319,329,000

637,903,064
329,824,000

Illinois
Wagering Tax
Admission
Tax
Total Tax

235,662,365
49,671,666

226,298,306
50,422,658

210,914,759
49,944,278

287,271,932
49,627,636

374,813,955
43,983,378

285,334,031

276,720,964

260,859,037

336,899,568

418,797,333

N/A
N/A

74,565,021
29,027,732

192,504,470
74,343,701

268,141,019
102,491,138

311,538,359
114,116,884

N/A

103,592,753

266,848,171

370,632,157

425,655,243

N/A
N/A

56,373,340
2,044,825

75,288,897
2,443,950

84,484,131
2,651,688

92,869,923
2,733,120

N/A
N/A

4,140,175
62,558,340

5,452,970
83,185,817

6,092,213
93,228,032

6,675,183
102,278,226

State
Colorado
South Dakota

Indiana
Wagering Tax
Admission
Tax
Total Tax
Iowa
Wagering Tax
Admission
Tax
Other taxes
Total Tax
Mississippi
Wagering Tax
Admission
Tax
Total Tax
Missouri
Wagering Tax
Admission
Tax
Total Tax

N/A
N/A
189,289,451

N/A
N/A
62,165,064

N/A
N/A
213,713,855

N/A
N/A
107,476,799

N/A
N/A
233,658,351

N/A
N/A
130,399,208

N/A
N/A
250,345,674

N/A
N/A
160,534,767
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N/A
N/A
281,509,967

N/A
N/A
179,603,141
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Annually, the Colorado Limited Gaming Commission establishes the gaming tax
rate structure, currently graduated from 0.25 percent to a maximum tax o f 20 percent on
gaming revenue. Tax revenues were collected from the Colorado gaming statistics on its
Web site.
South Dakota imposes 8 percent tax rate on the adjusted gross revenue The data
were collected from the gross revenue tax summary on the state’s Web site (South
Dakota Commission on Gaming, 2000).
In Nevada, state imposes a maximum of 6.25 percent on gaming revenue. Tax
revenue data for 1995 was collected directly from Frank Streshley, Senior Research
Specialist in Nevada Gaming Control Board. The rest o f data from 1996 to 1999 were
collected from the state’s Web site (Nevada Gaming Commission & State Gaming
Control Board, 2000).
In New Jersey, state gaming tax rate is 8 percent on gaming revenue with a
community investment alternative obligation o f 1.25 percent o f gaming revenue or an
investment alternative 2.5 percent tax on gaming revenue. The figures were collected
from New Jersey Casino Control Commission through Daniel Heneghan, Director o f
Communication.
Unlike New Jersey, according to the Illinois Gaming Board (2000), the Riverboat
Gambling Act imposes two taxes on riverboat gaming, a wagering tax and a tax on
admissions. In 1998, the wagering tax changed from a flat 20% tax to a graduated tax
rate based on the annual adjusted gross receipts (AGR) o f riverboat casinos. State
gaming tax graduates tax rate from 15 percent to a maximum tax o f 35 percent on gaming
revenue. The admission tax remains $2 per person. Each local government that serves as
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a host setting for a casino licensee receives a share o f gaming taxes in an amount equal to
5% of the AGR and one-half o f the admission tax attributable to the licensee within its
jurisdiction. The figures on the table 4 were obtained from the annual report for 1999 on
the state’s Web site.
In Indiana, the state gaming tax rate is 20 percent o f the adjusted gross revenue.
The figures from 1996 to 1999 were obtained from the annual report on the state’s Web
site. There was no available data for 1995 because the first riverboat casino opened in
December 1995.
The gaming tax in Iowa is a progressive tax based on adjusted gross gaming
receipts. The first million dollars is taxed at a rate o f 5 percent, the next two million
dollars is taxed at 10 percent, and any amount over three million is taxed at 20 percent
(Prum & Bybee, 1999). The tax revenues from 1996 to 1999 were obtained from the
financial information on the state’s Web site. There was no available data for 1995.
In Mississippi, the state imposes a maximum gaming tax o f 8 percent on gaming
revenue. Up to a 4 percent additional tax may be imposed by local governments
(American Gaming Association, 2000). The figures were obtained from the tax revenue
report on the state’s Web site, but there was no specific data for wagering tax and
admission tax.
Gaming tax revenue for Missouri could not be obtained from the Web site o f the
Missouri gaming commission except the gaming tax revenue o f 1999. Therefore, the rest
of data from 1995 to 1998 were calculated by multiplying the adjusted gross receipts by
0.2 because Missouri imposes a 20% tax on the adjusted gross receipts of all riverboat
gambling operations. According to the Missouri Gaming Commission (2000), state
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gaming tax rate is 20 percent on gaming revenue with 10% o f that going to the home
dock city or county, thus the rate is 18% for the state, and 2% for the local community.
The statute also imposes an admission fee on the operators o f excursion gambling boats
in the amount o f two dollars ($2) per patron, per excursion, which is split between the
home dock community and the state. The figures were obtained from the financial
reports on the state’s Web site, but there was no specific data for wagering tax and
admission tax revenues.

Emplovment
Table 5
Casino's Employment for Selected State. 1995-1999
1995

1996

1997

1998

1999

Colorado

6,450

5,983

6,023

6,240

5,923

South Dakota

1,845

1,634

1,492

1,308

1,361

170,190

186,103

188,572

182,621

198,992

New Jersey

47,303

48,926

49,673

49,211

47,603

Illinois

11,999

11,140

10,362

9,909

10,566

Indiana

N/A

7350

10,862

13,280

13,880

Iowa

N/A

N/A

N/A

N/A

N/A

Mississippi

N/A

N/A

N/A

32,811

36,306

12,033

10,781

State

Nevada

Missouri

6,945

8,306

12,896
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According to the Colorado Division o f Gaming (2000), the employment figures
collected from its Web site represent all licensed and non-licensed employees o f casinos
operating during the month o f June. Owners/principals and shareholders in the casino are
not included in the figures.
In South Dakota, the employment number was collected from the annual report o f
1999 (South Dakota Commission on Gaming, 1999). The annual report o f 1999
presented the data for the casino employment from 1990 to 1999.
In Nevada, due to no available data fi"om the state’s Web site, the figures for
employment were collected directly from Frank Streshley, Senior Research Specialist, in
Nevada Gaming Control Board.
In New Jersey, the employment in the casino industry was collected from Gaming
Industry Economic Impact Report by the State o f New Jersey Casino Control
Commission (2000). The figures were the average o f total number o f employment each
year based on the figures o f total casino hotel employment in Gaming Industry Economic
Impact Report.
In Illinois, the number o f employment for 1998 and 1999 was obtained from the
annual report on the state’s Web site. There was information for all properties on the
annual report, and the figures for the employees were counted fi-om the data on the
property. The figures from 1995 to 1997 were collected from Cathy Stein in Illinois
Gaming Board in a telephone interview because there were no available written data fi-om
1995 to 1997 on the Web site.
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In Indiana, there was the general riverboat information at the annual report on the
Web site, and the number of employees from 1997 to 1999 was counted from the general
riverboat information. The employment for 1996 was obtained from the annual report.
In Iowa, there was no available data o f the number o f employees from 1995 to
1999 even though current number o f employees was shown on the information o f
operating licensees on the state’s Web she.
In Mississippi, the number o f employees for 1999 was the data between Aril 1,
1999 and June 30, 1999. The number o f employees on December 1998 was used for the
data o f 1998. Those data were obtained from the state’s Web site.
In Missouri, the number o f employee in the riverboat casino industry from 1995
to 1999 was collected through the telephone interview with Jim Oberkirsch in the
Missouri Gaming Commission.
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Number o f Casinos
Table 6
Number of Operating Casinos for Selected State. 1995-1999
State

1995

1996

1997

1998

1999

Colorado

59

57

56

51

49

South Dakota

86

89

99

90

92

405

410

429

428

426

New Jersey

12

12

12

12

12

Illinois

10

10

9

9

9

N/A

6

8

9

9

7

9

9

9

9

23

27

28

29

29

6

7

11

11

10

Nevada

Indiana
Iowa
Mississippi
Missouri

In Colorado, the number o f operating casinos was shown in the abstract o f
Colorado gaming on the Web site. The number o f operating casinos on Table 6 was the
average of total number o f casinos in the fiscal year.
In South Dakota, the number o f operating casinos was collected fi-om the annual
report o f 1999 (South Dakota Commission on Gaming, 1999). The annual report o f 1999
presented the data fi-om 1990 to 1999.
In Nevada, the number o f operating casinos was the total o f Non-Restricted
Group 1&2 and Non-Restricted Group 3 fi-om the Information Sheet on the Nevada
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Gaming Commission’s Web site with the advice o f Frank Streshley, Senior Research
Specialist, in Nevada Gaming Control Board. The data for 1995 was collected from
Frank Streshley because there were no available data for 1995 on the W eb site
The number o f operating casinos in New Jersey was based on the figures o f
Gaming Industry Economic Impact Report from the State o f New Jersey Casino Control
Commission (2000).
In Illinois, the number o f operating casinos was counted from the property data in
the annual report. The figures collected from the annual report were confirmed with
Cathy Stein, Illinois Gaming Board
In Indiana, there were no specific data for the number o f operating casinos in the
annual report on the state’s Web site, but there was information for commencement o f
full-time gaming on each facilities. Therefore, the number o f operating casinos was
counted based on the information.
In Iowa, the number o f operating casinos from 1995 to 1999 was calculated on the
basis o f the information o f licensed facilities and riverboat revenue report on the Web
site.
In Mississippi, the figures o f operating casinos were counted from the history o f
licensure for operating casinos on its Web site. Bally’s Saloon & Gambling Hall,
Robinsonville was not counted for 1995 because it opened on December 18, 1995 and it
had not much revenue and tax revenue. Imperial Palace, Biloxi was also not calculated
for 1997 because it opened on December 30, 1997.
For Missouri the number o f casinos was counted from the financial report o f
operating riverboat casinos on its Web site.
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Data Analysis
First o f all, all selected samples were divided into two categories; land-based
casino and riverboat casino, and defined as the forms o f casino operation in order to
accomplish the purpose o f the study. Colorado, South Dakota, Nevada, and New Jersey
were divided into land-based casinos from all the samples. Illinois, Indiana, Iowa,
Mississippi, and Missouri were categorized as riverboat casinos from the samples. More
specifically, Colorado and South Dakota were categorized as the limited-stake, landbased casinos.
To measure the economic impact o f casino gaming, gross gaming revenue, tax
revenue, employment, and the number of casinos were analyzed and compared using
Excel spreadsheets. The primary analysis was to compare two forms o f casino operation
with gross gaming revenue, gaming tax revenue, and employment.
Total gross gaming revenue and the percentage o f total gross gaming revenue for
each selected state from 1995 to 1999 were calculated to compare two forms o f casino
operation and to analyze the change o f the percentage between land-based casinos and
riverboat casinos for 5 years. To compare the gross gaming revenues generated by landbased casinos and riverboat casinos, the gross gaming revenue p e r casino was calculated
by dividing the gross gaming revenue by the number of operating casinos o f selected
states. The average gross gaming revenue per casino over 5 years from 1995 to 1999
was calculated to compare the difference between land-based casinos and riverboat
casinos. Limited-stake casinos and non limited-stake casinos in land-based casinos were
also compared. In addition, the percentage contribution o f slot revenues and table
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revenues to total gross gaming revenue was calculated for comparison land-based casinos
to riverboat casinos.
Total tax revenue and the percentage o f total tax revenue for selected states from
1995 to 1999 were calculated to compare the contribution o f the different forms o f casino
operation. To compare gaming tax revenues generated by the different forms o f casinos,
the gaming tax revenue of each casino was calculated by dividing gaming tax revenue by
the number o f operating casinos. Average gaming tax revenue per casino from 1995 to
1999 was calculated to compare land-based casinos and riverboat casinos and to compare
limited-stake casinos with non limited-stake casinos.
In the analysis o f employment, the percentage o f total number o f employees for
selected states between 1998 and 1999 was calculated. To examine how many jobs each
casino creates, the number o f employees for each casino was calculated by dividing the
number o f employees by the number o f casino operations. The average number of
employees per casino from 1995 to 1999 was calculated to compare two forms o f casino
operation.
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CHAPTER 4

RESULTS

Introduction
The goal o f this study was to examine the casino industry’s contribution to each
local economy in terms o f gross gaming revenue, tax revenue, and jobs. To accomplish
the goal, the sample states were classified according to their forms o f casino operation
and, then, what impacts different forms o f operation, land-based casinos and riverboat
casinos, have on the state economies were analyzed and compared. As stated previously,
Colorado, South Dakota, Nevada, and New Jersey have land-based casinos. Illinois,
Indiana, Iowa, Mississippi, and Missouri have riverboat casinos. Therefore, Colorado,
South Dakota, Nevada, and New Jersey were identified as a land-based casino operation
while Illinois, Indiana, Iowa, Mississippi, and Missouri were identified as a riverboat
casino.

Casino Gross Gaming Revenues
To compare the different forms o f casino operation among the studied states, the
data o f casino’s gross revenues for selected states from 1995 to 1999 was collected and
analyzed. Table 7 shows gross gaming revenues o f each sample state with percentage o f
total revenue in all sample states.

68
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Gaming Activity for Selected Venue from 1995 to 1999
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State

■a

1995 Venue %

1996 Venue %

1997 Venue %

1998 Venue %

1999 Venue %

(O '

3"
13
CD
"n

c
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3"
CD

Colorado
South
Dakota
Nevada
New Jersey

371,445

2.56%

410,149

2.56%

46,933

0.32%

44,582

7,152,872
3,747,578

49.22%
25.78%

7,522,469
3,813,597

2.56%

0.25%

514,066
44,630

7,873,815

43.79%

8,498,306

42.35%

4,032,998

22.43%

4,164,198

20.75%

68.30% 13,221,200

65.88%

2.52%

328,725

1.83%

0.28%

428,028
42,681

0.25%

43,897

46.97%
23.81%

7,572,498
3,906,140

44.50%
22.95%

0.22%

CD
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Sub Total

11,318,828

Illinois

1,178,312

Indiana

N/A

77.88% 11,790,797

73.62% 11,949,347

8.11%

1,131,491

7.07%

1,054,574

6.20%

1,106,752

6.16%

1,362,931

6.79%

0%

372,825

2.33%

958,449

5.63%

1,147,486

6.38%

1,557,130

7.76%

419,455
1,984,367
651,996

2.46%
11.66%
3.83%

468,632
2,174,201
802,674

2.61%
12.09%
4.46%

513,476
2,516,246
898,016

2.56%
12.54%
4.47%

5,068,841

29.78%

5,699,745

31.70%

6,847,799

34.12%

100.00% 20,068,999

100.00%

Iowa
Mississippi
Missouri

N/A
1,724,343
310,825

0%
11.87%
2.14%

318,416
1,862,046
537,384

1.99%
11.63%
3.36%

Sub Total

3,213,480

22.12%

4,222,162

26.38%

Total

14,532,308

70.22% 12,279,435

100.00% 16,012,959

Note. The figures are in thousands.
The last digit was rounded.

100.00% 17,018,188

100.00% 17,979,180
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In terms o f gross gaming revenues, Nevada ranked first among the sample states
as it generated almost S8.5 billion in 1999, which resulted in 42.35 percent o f the total
gross gaming revenue. New Jersey was second with $4.16 billion or 20.75 percent o f the
total gross gaming revenue in 1999. Mississippi ranked third with $2.51 billion or 12.54
percent o f the total gross revenue in 1999. South Dakota ranked last generating only
S44.6 million in 1999, which was only 0.22 percent o f the total revenue.
When compared with riverboat casinos, land-based casinos generated nearly
SI 1.32 billion with 77.88 percent o f total gaming revenue in 1995. Riverboat casinos
generated $3.21 billion with 22.12 percent o f the total revenue in 1995. In riverboat
casinos, Indiana had no data for 1995 because the first riverboat casino was opened in
December 1995. Unfortunately the data for Iowa for 1995 were also not available.
However, the percentage o f land-based casinos over the total revenue in 1995 was still
significantly higher than that o f riverboat casinos. As figure 1 indicates, the percentage
had changed slightly from 1995 to 1999. Land-based casinos’ the percentage o f total
revenue had decreased continuously from 77.88 percent in 1995 to 65.88 percent in 1999.
Land-based casinos generated $13.22 billion gross revenue in 1999. Riverboat casinos,
on the other hand, increased their share o f total gaming revenue from 22.12 percent in
1995 to 34.12 percent in 1999. Riverboat casinos generated $3.21 billion in 1995, but
they generated $6.85 billion in 1999.
It is noticeable that the market share o f the riverboat casino industry has grown
dramatically over the previous years. Several factors are likely to have contributed to the
trend. First, riverboat casinos draw many customers with relatively new facilities as a
new segment o f gaming market. Second, the change o f operating rules, as mentioned in
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Chapter 3, may have an impact on the increase o f gaming revenue Finally, riverboat
casinos have been able to generate more gaming revenue as they increased the number o f
operating casinos.

Figure 1
Percentage Change Trend o f Gross Gamine Revenue
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40%
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1 99 9

For the land-based casinos, the combined gaming revenue o f non limited-stake
casinos in Nevada and New Jersey was $12.66 billion with 63.1 percent o f the total
revenue in 1999. The gaming revenue o f limited-stake casinos in Colorado and South
Dakota was $558 million with only 2.78 percent o f the total revenue in 1999. From those
figures, it can be said that non limited-stake casinos have potential to generate much
more gaming revenue than a limited-stake casino.
From 1995 to 1999, the gross gaming revenues o f the land-based casinos in all
states except South Dakota continued to increase over the past years. Nevada was able to
keep maintaining the increase in gross revenue despite the competitive gaming market
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and the rapid growth o f riverboat casinos. It was due to continuous investment for new
facilities and marketing efforts. New Jersey also continued to increase in gross gaming
revenue over the past years with the same number of operating casinos. In Colorado,
rapid increase between 1998 and 1999 was due to only the change o f the fiscal year as
stated previously in Chapter 3.
In riverboat casinos, Mississippi had the largest gaming revenue among the states
with riverboats from 1995 to 1999. Compared with other states having riverboat casinos,
Mississippi had many operating casinos and it was dockside casinos, which allow for
casinos o f a significantly larger size than cruising riverboats. Gaming revenue reached
$2.51 billion in 1999, a 15.73 increase over the prior fiscal year.
In Illinois, according to the Illinois Gaming Board (2000), the approval o f
dockside gaming and the strong economy were major factors contributing to the
significant increase in revenues for the riverboat casino industry in 1999. Overall, the
nearly $1.36 billion in gaming revenues for 1999 (“adjusted gross receipts” or “AGR”)
represents an increase o f over $256 million or 23% over the 1998 total.
In Indiana, there was the significant increase in gross revenues in 1997 with
increase in the number o f riverboat casino from 6 in 1996 to 8 in 1997. About $958
million in gaming revenues for 1997 represented an increase o f over $373 million or
157.08% increase over the previous year.
While Missouri generated $898 million in 1999, it was only 4.47 percent o f the
total gross revenue, and this percentage was the lowest one next to Iowa with 2.56
percent. The low percentage o f gaming revenue is caused by the growing competition
due to more available locations and the loss limit, which reduce customer counts and
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revenues for the Missouri operators and results in the loss o f potential gaming revenue
from local gamers and tourists.

Gross Gaming Revenue Per Casino
Table 7 analyzes the revenue percentages o f the two forms o f operation over the
total revenue. Furthermore, each state’s percentage o f the total revenue was analyzed.
The analysis of total gaming revenue for each sample state gives the information o f
gaming activity for this study. For obtaining gaming activities o f each casino operation,
gross gaming revenue per casino from 1995 to 1999 was analyzed in Table 8. While this
analysis is helpful to compare those selected states, it has a limitation with the Nevada
case. All the selected states have a similar size o f casino operations, but Nevada has
varying sizes from small casinos with no room and few table games and slot machines to
mega resort casinos with thousands rooms and many table games and slot machines. In
such cases, averages are less meaningful than where the variation from the average is
relatively narrow.
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Table 8
Gaming Activity for Selected Venue from 1995 to 1999
Gross Gaming Revenue Per Casino
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1995

1996

1997

1998

1999

Average I

CO
SD
NV
NJ

6,296
546
17,661
312,298

7,196
501
18,347
317,800

7,643
431
17,652
325,512

6,446
488
18,397
336,083

10,491
485
19,949
347,016

7,614
490
18,401
327,742

88,562

IL
IN
lA
MS
MO

117,831
N/A
N/A
74,971
51,804

113,149
62,138
35,380
68,964
76,769

117,175
119,806
46,606
70,870
59,272

122,972
127,498
52,070
74,972
72,970

151,437
173,014
57,053
86,767
89,802

124,513
120,614
47,777
75,309
70,123

87,667

State

Average II

Average III

4,052
173,072
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Note. The figures are in thousands.
The last digit was rounded.
Average I ; Average gross revenue per casino per year
Average II; Average gross revenue for all land-based casinos and riverboat casinos
Average 111: Average gross revenue for limited-stake casinos and nonlimited-stake casinos
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Comparing gross gaming revenue per casino, land-based casinos generated
slightly more gaming revenue per casino than riverboat casinos. Land-based casinos
generated $88.56 million in the gaming revenue per casino. On the other hand, riverboat
casinos generated nearly $87.67 million. Those figures illustrated the average amount
from 1995 to 1999 for all land-based and riverboat casinos.
In land-based casinos, the non limited-stake casinos o f Nevada and New Jersey
generated the significantly high average revenue per casino compared to limited-stake
casinos. Non limited-stake casinos generated $173 million average revenue per casino
from 1995 to 1999. The limited-stake casinos o f Colorado and South Dakota generated
only $4 million average revenue per casino. Among the land-based casinos. New Jersey
generated the highest average revenue per casino with almost $328 million. Compared to
New Jersey with almost $328 million, Nevada generated only $18.4 million average
revenue per casino even though Nevada generated the highest gross revenue among landbased casinos from 1995 to 1999. This was due to the number o f operating casinos.
Nevada has casinos everywhere with wide scale o f size in the state, and the number o f
operating casinos averaged 420 a year over the five years from 1995 to 1999. On the
other hand. New Jersey had only 12 casinos with a minimum o f 500 rooms for the last
five years. In addition. New Jersey has primary feeder markets such as New York metro
area and Philadelphia. The lowest average revenue was South Dakota with $0.49 million
average revenue per casino.
The riverboat casinos in Illinois generated the highest average gross gaming
revenue per casino with $124.5 million. Mississippi generated the highest gross revenue
among riverboat casinos with $2.52 billion in 1999, but it generated only $75.3 million
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average gross gaming revenue per casino compared to Illinois with $124.5 million and
Indiana with $120.6 million from 1995 to 1999. The results may be compared to the ones
shown by Nevada and New Jersey, where the numbers o f casinos differ in each state.
Mississippi had an average o f 27 casinos over the five years from 1995 to 1999 compared
to Illinois’s average 9 casinos and Indiana’s average 8 casinos. In addition, this result is
affected by other factors such as location, population, competition and operating rules.
For example, Illinois and Indiana are in the high population Chicago market area. The
impact o f the loss limit in Missouri is certainly a factor in its low gross gaming revenue
per casino.
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Casino Slot Revenue and Table Revenue
Table 9
Gamine Activitv for Selected Venue from 1996 to 1999
Percentage for Slot Revenue and Table Revenue
State
CO
Slots
Tables
Total
SD
Slots
Tables
Total
NV
Slots
Tables
Total
NJ
Slots
Tables
Total

IL
Slots
Tables
Total
IN
Slots
Tables
Total
lA
Slots
Tables
Total
MO
Slots
Tables
Total

1996

1997

1998

1999

382,075
28.074
410,149

402,609
25,420
428,029

310,756
17.969
328,725

488,246
25.820
514,066

1,583.686
97,283
1,680,969

94.21%
5.79%
100.00%

N/A
N/A

N/A
N/A

40.665
3,232
43,897

41.784
2,846
44.630

82.449
6.078
88,527

93.13%
6.87%
100.00%

Total

%

Total I

%1

4.645,455
2,877.014
7,522,469

4,767,779
2,804,719
7,572,498

5,061,373
2.812.441
7,873,814

5,498,695
2,999,611
8,498,306

19,973,302
11,493,785
31,467,087

63.47%
36.53%
100.00%

2,626,021
1,187,576
3,813,597

2,720,147
1.185,993
3,906,140

2.825.158
1.207.839
4.032.997

2,955,886
1,208,312
4,164,198

11,127,212
4,789,720
15,916,932

69.91% 32,766.649 66.66%
30.09% 16,386,866 33.34%
100.00% 49,153,515 100.00%

809,484
322.008
1,131,492

779,174
275,400
1,054,574

846,713
260.038
1,106,751

1,074,762
288,169
1,362,931

3,510,133
1.145,615
4,655,748

75.39%
24.61%
100.00%

N/A
N/A

696,623
261,826
958,449

835.928
311,558
1,147.486

1.209,648
347,481
1.557,129

2,742,199
920,865
3,663,064

74.86%
25.14%
100.00%

239,088
79,328
318,416

324,176
95,279
419,455

372.846
95,786
468,632

418.579
94.897
513,476

1,354,689
365,290
1,719,979

78.76%
21.24%
100.00%

364,939
172,445
537,384

467,159
184,837
651,996

607,431
195,243
802.674

710,357
187,659
898.016

2,149,886
740,184
2.890.070

74.39% 9,756,907 75.47%
25.61% 3,171,954 24.53%
100.00% 12,928,861 100.00 %

Note. The figures are in thousands.
The last digit was rounded.
Mississippi was not available
Total I ; Total revenue for land-based and riverboat casinos
% I; Percentage of total slot revenue and table revenue for land-based and
riverboat casinos
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From 1996 to 1999, the slot revenue was almost $32.8 billion and constituted
66.66 percent o f total revenue in land-based casinos. Table revenue was nearly $16.4
billion constituting 33.34 percent o f total revenue. On the other hand, in riverboat
casinos, $9.7 billion was generated for slot revenue which was 75.47 percent of total
revenue, and table revenue was nearly $3.2 billion which was 24.53 percent. One o f the
reasons is that, unlike riverboat casinos, land based casinos such as the casinos in Nevada
and New Jersey provide all kinds o f table games to their customers. In the limited-stake
casinos o f Colorado and South Dakota, the percentage o f slot revenue over total gross
revenue was over 93 percent, overwhelmingly much more than table revenue. This was
due to the fact that limited-stake casinos provide limited table games and don’t attract
high rollers. Overall, both types o f operations, land-based casinos and riverboat casinos,
generated slot revenues significantly more than table revenues.

Casino Tax Revenues
To further compare both types of casino operations, land-based casinos and
riverboat casinos, casino tax revenues from 1995 to 1999 were also analyzed. Table 10
presents tax revenues o f each selected state with percentage o f total tax revenue.
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O
Gaming Activity by Tax Revenue from 1995 to 1999
CD

8
■D

3.
C
Û
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CD
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O
Q.
C

aO
3
TD
O
CD

Q.

"O
CD

Venue %

1996

State

1995

Venue %

1997

Colorado
South
Dakota
Nevada

45,171
3,671

3,21%
0,26%

51,650
3,474

3,06%
0,20%

57,103
3,341

2,99%
0,17%

41,365
3,395

1,91%
0,16%

74,230
3,429

0,14%

522,834

New Jersey

298,278

37,17%
21,20%

565,921
303,148

33,52%
17,96%

569,962
310,372

29,75%
16,20%

584,073
319,329

27,04%
14,79%

637,903
329,824

26%
13,44%

Sub Total

869,954

61.84%

924,193

54.74%

940,778

49,11%

948,162

43,90%

1,045,386

42,61%

Illinois

285,334

20,28%

276,721

16,39%

260,859

13,62%

336,899

15,60%

418,797

17.07%

Indiana

N/A

0%

103,593

6,14%

266,848

13,93%

370,632

17,16%

17,35%

Iowa

N/A

0%

62,558

3,71%

83,186

4,34%

93,228

4,32%

425,655
102,278

Venue %

1998

Venue %

1999

Venue %
3,03%

4,17%

Mississippi
Missouri

189,289

13,46%

213,714

12,66%

233,658

12,19%

250,346

11,59%

281,510

11,48%

62,165

4,42%

107,477

6,37%

130,399

6,81%

160,535

7,43%

179,603

7,32%

Sub Total

536,788

38,16%

764,063

45,26%

974,950

50,89%

1,211,640

56,10%

1,407,843

57,39%

1,406,742

100,00%

1,688,256

100,00%

1,915,728

100,00%

2,159,802

100,00%

C/Î
C/)

Total

2,453,229 100,00%

Note. The figures are in thousands.
The last digit was rounded,

\o
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In terms o f tax revenues, land-based casinos generated nearly $1.05 billion with
42.61 percent o f the total tax revenue in 1999. Riverboat casinos generated almost $ 1.41
billion with 57.39 percent o f the total tax revenue in 1999. This result w as opposite o f
the results o f the gross gaming revenue’s analysis. Even though riverboat casinos
generated gross gaming revenue much less than the gross revenue o f land-based casinos,
it generated more tax revenue than that o f land-based casinos. This seems due to tax rate
that each state imposes. As mentioned previously in Chapter Three, “data collection,”
land based casinos impose less tax rate than riverboat casinos. While 20 percent o f tax
rate in Colorado is the highest rate in land-based casinos, 35 percent o f tax rate in Illinois
is the highest one in riverboat casinos
Specifically, in land-based casinos, Nevada generated $637 million with 26
percent o f the total tax revenue in 1999. Not surprisingly, Nevada maintained its
prominent position with the highest total tax revenue in the gaming industry. However,
New Jersey was ranked fourth with 13.44 percent o f the total tax revenue even though it
was ranked second with 20.75 percent o f total gross revenue in the analysis o f gaming
gross revenue. New Jersey generated almost $330 million tax revenue in 1999. Colorado
generated $74 million tax revenue with 3.03 percent o f the total tax revenue. Total tax
revenue generated by South Dakota was only S3.4 million with 0.14 percent o f the total
tax revenue.
In riverboat casinos, Indiana generated nearly $426 million tax revenue in 1999.
Indiana was ranked second with 17.35 percent o f the total tax revenues next to Nevada,
and it was the highest producer o f tax revenues among riverboat casinos. While
Mississippi generated the highest gross revenue among riverboat casinos in the analysis
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o f gross gaming revenue, it generated nearly $282 million tax revenue thereby ranking
third among riverboat casinos in 1999. Iowa generated $102 million tax revenue, and the
tax revenue was the lowest percentage with 4.17 percent among riverboat casinos.
In the performance o f states for tax revenue over time, the data from 1996 to 1999
were analyzed, because the tax revenues o f Indiana and Iowa for 1995 were not available.
In 1996, the percentage o f total tax revenue for land-based casinos with 54.74 percent
was almost 10 percentage points higher than that o f riverboat casinos with 45.26 percent.
However, this has changed since 1997. The percentage o f total tax revenue for riverboat
casinos in 1997 was a little higher than that o f land-based casino, and this trend has
continued. In 1999, the percentage o f total tax revenue for riverboat casinos was 57.39
percent with nearly $1.41 billion, and that of land-based casinos was 42.61 percent with
$1.04 billion. Several factors seem to cause this trend: gross gaming revenue for
riverboat casinos has increased continuously over the past years and riverboat casinos
impose more tax rate than land-based casinos do; more jurisdictions were created in
riverboat casinos; riverboat casinos have changed their operating rules to increase gaming
revenue; riverboat casinos have more experience to draw more customers compared to
the past. Figure 2 showed this trend.
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Figure 2
Percentage Change Trend of Total Tax Revenue
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Tax Revenue Per Casino
Table 11
Gaming Activitv for Selected Venue from 1995 to 1999
Tax Revenue Per Casino
State

1995

1996

1997

1998

1999

Average I Average II Average III

CO
SD
NV
NJ

766
906 1,020
811
1,515
43
39
37
34
38
1,497
1,291
1,380 1,329 1,365
24,857 25,262 25,864 26,611 27,485

1,004
38
1,372
26,016

7,108

IL
IN
lA
MS
MO

28,533 27,672 28,984 37,433 46,533
N/A
17,266 33,356 41,181 47,295
N/A
6,951 9,243 10,359 11,364
8,230 7,915 8,345 8,633
9,707
10,361 15,354 11,854 14,594 17,960

33,831
34,775
9,479
8,566
14,025

20,135

521
13,694

Note. The figures are in thousands.
The last digit was rounded.
Average I: Average tax revenue per casino per year
Average II; Average tax revenue for all land-based casino and riverboat casinos
Average HI: Average tax revenue for limited-stake casinos and non limited-stake
casinos
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In terms o f tax revenue per casino, riverboat casinos generated significantly much
more tax revenue than land-based casinos Riverboat casinos generated $20 million
average tax revenue per casino over time, but the average tax revenue per casino for landbased casino was only $7.1 million. This result was significantly different compared
with gross gaming revenue per casino between land-based casinos and riverboat casinos.
In gross gaming revenue per casino, land-based casinos generated $88.56 million and
riverboat casinos generated nearly $87.67 million. Those figures were the average
amount from 1995 to 1999.
In land-based casinos. New Jersey generated $26 million average tax revenue per
casino. This was the highest one among land-based casinos. Compared with New
Jersey, Nevada generated only $1.3 million average tax revenue per casino. This is
because Nevada has a large number o f casinos o f various sizes with a small number o f
large casinos producing most o f the gaming revenue and tax revenue.
Between non limited-stake and limited-stake casinos, non limited-stake casinos
generated an average tax revenue per casino higher than that o f limited-stake casinos.
Average tax revenue per casino for non limited-stake casino was nearly $14million,
whereas limited-stake had only 0.5 million average tax revenue per casino. South Dakota
was the lowest between land-based casinos and riverboat casinos with only $38,000
average tax revenue per casino. Some o f the reasons for the low revenue are the number
o f casinos, their small size, the strict rules under which they operate, and their distance
from any population centers.
In riverboat casinos, Indiana generated nearly $35 million average tax revenue per
casino. It was the highest one between land-based and riverboat casinos. Mississippi
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generated almost $8.6 million average tax revenue per casino, and it was the lowest one
in riverboat casinos.

Casino Employment
The last comparison o f the both types o f casino operation, land-based casinos and
riverboat casinos is to compare the number o f employees that each form o f casino
operations employs. Table 12 shows the number o f employees with the percentage o f the
total number o f employees in each selected state from 1995 to 1999.
Iowa had no available data for employment from 1995 to 1999, and Mississippi
had data for employment only between 1998 and 1999. As a result, the data for 1998 and
1999 was used to examine gaming activity by employment in land-based casinos and
riverboat casinos. When the data for 1998 and 1999 is analyzed, there appears significant
difference between land-based casinos and riverboat casinos. Land-based casinos
employed 239,380 with 77.88 percent o f the total num ber o f employees in 1998.
Riverboat casinos employed 68,033 with 22.12 percent o f the total number o f employees
in 1998. In land-based casinos, the percentage o f the total number o f employees
increased a little the next year. There is no question that the big difference between the
two types o f casino operations was due to the number o f employees in Nevada. Nevada
alone employed 182,621 which represents 59.41 percent o f the total number employed in
1998.
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State

1995

%

1996

%

1997

%

1998

%

1999

%

Colorado
South Dakota
Nevada
New Jersey

6,450
1,845
170,190
47,303

2.63%
0.75%
69.54%
19.34%

5,983
1,634
186,103
48,926

2.22%
0.61%
69.07%
18.16%

6,023
1,492
188,572
49,673

2.15%
0.53%
67.38%
17.75%

6,240
1,308
182,621
49,211

2.03%
0.43%
59.41%
16.01%

5,923
1,361
198,992
47,603

1.82%
0.42%
61.15%
14.63%

Sub Total

225,788

92.26%

242,646

90.06%

245,760

87.81%

239,380

77.88%

253,879

78.02%

Illinois
Indiana
Iowa
Mississippi
Missouri

11,999
N/A
N/A
N/A
6,945

4.90%
0%
0%
0%
2.84%

11,140
7,350
N/A
N/A
8,306

4.13%
2.73%
0%
0%
3.08%

10,362
10,862
N/A
N/A
12,896

3.70%
3.88%
0%
0%
4.61

9,909
13,280
N/A
32,811
12,033

3.22%
4.32%
0.00% N/A
10.67%
3.91%

10,566
13,880
36,306
10,781

3.25%
4.26%
0.00%
11.16%
3.31%

Sub Total

18,944

7.74%

26,796

9.94%

34,120

12.19%

68,033

22.12%

71,533

21.98%
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Total

244,732 100.00%

269,442 100.00%

279,880 100.00%

307,413 100.00%

325,412 100.00%

Note.The last digit was rounded in percentage.
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Nevada continued to dominate in the number o f employees in 1999. It employed
198,992 in 1999 which was 61.15 percent o f the total number o f employees. New Jersey
was second with 47,603 employees which represent 14.63 percent o f the total number o f
employees. Nevada and New Jersey’s contribution to the employment was due to the
mega resorts they have. Obviously, mega resorts having many rooms and facilities such
as restaurants, convention halls, pools and arcade require many employees. In addition.
New Jersey requires hotels to have a minimum o f 500 rooms to stimulate employment
and investment. In riverboat casinos, Mississippi was third with 36,306 employees which
represent 11.16 percent o f the total number o f employees. Mississippi also requires
casinos to have a hotel with at least 250 rooms so that it may create jobs and investment.
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Number o f Employees Per Casino

Table 13

Gaming Activitv bv Selected Employment from 1995 to 1999
Number o f Employees Per Casino
1995

1996

1997

1998

1999

CO
SD
NV
NJ

109
21
420
3,942

105
18
454
4,077

108
15
440
4,139

122
15
427
4,101

121
18
467
3,967

113
17
442
4,045

1,154

IL
IN
lA
MS
MO

1,200
N/A
N/A
N/A
1,158

1,114
1,225
N/A
N/A
1,187

1,151
1,358
N/A
N/A
1,172

1,101
1,476
N/A
1,131
1,094

1,174
1,542
N/A
1,252
1,078

1,148
1,400
N/A
1,192
1,138

1,220

State

Average I Average U Average ID

65
2,244

Note. The last digit was rounded.

Comparing the number o f employees per casino, there was no big different
between the two types o f casino operations, land-based casinos and riverboat casinos.
Land-based casino*' employed an average o f 1,154 employees per casino, and riverboat
casinos employed an average o f 1,220. However, in more specific comparison, non
limited-stake land-based casinos employed more employees than riverboat casinos. The
figures o f non limited-stake casinos were almost doubled compared with the average o f
riverboat casinos.
In land-based casinos, non limited-stake casinos employed an average o f 2,244
employees per casino, whereas limited-stake casinos employed only an average o f 65.
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New Jersey had an average o f 4,045 employees per casino and it was the first between
two types o f casinos operation This was due to the fact that New Jersey had only 12 big
casinos. Even though Nevada was the first in the number o f total employees, it averaged
only 442 employees per casino, and those figures were below the average number o f
employees per casinos in riverboat casinos. This was due to many small properties
statewide. It seems evident that average riverboat casinos need over 1,000 employees per
casino to operate.
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CHAPTERS

CONCLUSIONS AND RECOMMENDATIONS

Introduction
This chapter summarizes the main findings o f economic impact from two forms
o f casino operation, land-based casinos and riverboat casinos using analyses of casino’s
gross gaming revenue, tax revenue, and employment. Based on the findings, this study
offers implications for casino development in South Korea. The chapter concludes with
recommendations for future research.

Summary
The purpose o f this study was to explore a model for development o f the casino
industry in South Korea. To accomplish it, the study evaluated the U.S. casino industry,
specifically commercial casinos. Commercial casino gambling was divided into two
categories, land-based casinos and riverboat casinos for this study. Colorado, South
Dakota, Nevada, and New Jersey are the land-based casinos. Indiana, Illinois, Iowa,
Mississippi, and Missouri are the riverboat casinos. Furthermore, Colorado and South
Dakota were categorized as the limited state, land-based casino. Basically, this study
evaluated two types o f casino operation, land-based casinos and riverboat casinos, in
terms of gross gaming revenue, tax revenue, and employment.

89
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Land-based casinos generated nearly $11.32 billion which represents 77.88
percent o f total gross gaming revenue in 1995 when compared with riverboat casinos.
Riverboat casinos generated S3.21 billion. However, the percentage changed slightly
from 1995 to 1999. In 1999, the percentage of total gross gaming revenue produced by
land-based casinos was 65.88 percent that was $13.22 billion, and the riverboats’ 34.12
percent o f the total was nearly $6.85 billion. From the analysis o f gross gaming revenue
over five years, it can be concluded that riverboat casinos have grown dramatically over
the previous years in terms o f earning gross gaming revenue. From the result, it is
recognizable that riverboat casinos are maturing as a new segment o f the gaming market.
As for limited-stake casinos and non limited-stake casinos in land-based casinos,
limited-stake casinos generated nearly $559 million in 1999, but it was only 2.78 percent
of total gross gaming revenue. The result showed that it is not easy to generate gross
gaming revenues with limited-stake casinos.
Gross gaming revenue per casino was calculated and used to examine how much
of gross gaming revenues for different types of casinos were generated. The result
showed that there was no big difference between two types o f casino operation in terms
of gross gaming revenue per casino. Land-based casinos generated average $88.56
million from 1995 to 1999 in the gross gaming revenue per casino and riverboat casinos
generated average nearly $87.67 million. However, in comparison with limited-stake
casinos and non limited-stake casinos in land-based casinos, the non limited-stake casinos
of Nevada and New Jersey generated significantly high average gross revenue per casino
compared to limited-stake casinos. Non limited-stake casinos generated average $173
million gross revenue per casino from 1995 to 1999, but the limited-stake casinos
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generated only $4 million. The $173 million average gross revenue per casino for the
non limited-stake casinos was also high when compared to nearly $87.67 million for
riverboat casinos. As a result, the non limited-stake casino was the best form o f
operation to generate gross gaming revenue per casino among commercial casinos.
Comparing tax revenue between the two forms o f casino operation, based on the
analysis o f the data for 1999, riverboat casinos generated tax revenue more than that o f
land-based casinos even though riverboat casinos generated gross gaming revenue much
less than that o f land-based casinos. Land-based casinos generated nearly $1.05 billion
with 42.61 percent o f the total tax revenue in 1999 and riverboat casinos generated
almost $1.41 billion. This was due to the higher tax rate imposed on riverboat casinos.
Overall, riverboat casinos pay higher tax rate than land-based casinos. In addition, the
advent o f more jurisdictions with an increase in the number o f operating casinos resulted
in an increase o f gross gaming revenue and tax revenue.
To examine how much tax revenue per casino was generated, gaming tax revenue
between the two forms o f casino operations from 1995 to 1999 was analyzed. Unlike the
comparison of gross gaming revenue per casino, there was a big difference between the
two forms o f casino operation. Riverboat casinos generated on average $20 million tax
revenue per casino from 1995 to 1999 whereas land-based casinos generated only $7.1
million. In comparison o f three forms o f casino operation, limited-stake land-based
casinos, non limited-stake land-based casinos, and riverboat casinos, tax revenue per
casino o f riverboat casinos was the highest one compared to the other forms o f casino
operation. However, the large number o f small casinos in Nevada and South Dakota
make this number less meaningful.
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In comparison o f employment between two forms o f casino operation, there was a
significant difference in the percentage o f the total number o f employees. The percentage
o f the total number o f employees for land-based casinos was 78.02 percent with 253,879
employees in 1999 whereas riverboat casinos employed 71,533 employees that is only
21.98 percent. It was due to non limited-stake casinos’contribution. Non limited-stake
casinos of Nevada and New Jersey alone employed 246,595 employees with 75.78
percent of total number o f employees. Limited-stake casinos o f Colorado and South
Dakota employed only 7,284 representing 2.24 percent o f total number o f employees.
There was no big difference between two forms o f casino operation when the
number of employees per casino was examined. Land-based casinos employed average
1,154 employees per casino from 1995 to 1999 and riverboat casinos employed average
1,220. However, when riverboat casinos were compared with limited-stake land-based
casinos and non limited-stake land-based casinos, there was a significant difference. Non
limited-stake land-based casinos of Nevada and New Jersey had the highest average
employees per casino with 2,244 employees. Limited-stake land-based casinos of
Colorado and South Dakota employed only average 65 employees per casino. From this
result, it is pointed out that non limited-stake casinos having a large number o f rooms can
create more jobs than other forms o f casino operation.

Implications o f the Study
Based on the findings, this study offers three important implications for the
development o f the casino industry in South Korea. First, it is obvious that a limitedstake casino operation is not a good form o f casino operation to generate gaming revenue.
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tax revenue, and employment. According to the analysis o f the commercial casino
industry in the U.S., limited-stake casinos did not contribute much to the local or regional
economy in terms o f gross gaming revenue, tax revenue, and jobs. In the analysis o f
gross gaming revenue, tax revenue, and jobs from 1995 to 1999, limited-stake land-based
casinos of Colorado and South Dakota generated only a very small portion o f the total
revenue, taxes, and employment. In riverboat casinos, the limited-stake casinos o f
Missouri did not generate revenue as much as other riverboat casinos did. It did produce
more revenues than Iowa because o f the population center o f Kansas City and St. Louis.
However, non limited-stake land-based casinos did contribute to the local or regional
economy. Specifically, the Nevada style that legalizes all statewide areas generated the
highest amount in the total gross gaming revenue and tax revenue, and most jobs. In
Nevada, big casinos generated significantly more gaming revenue per casino, tax revenue
per casino, and the number o f employees per casino than small casinos do. In terms o f
gross gaming revenue per casino and the number o f employees per casino, the New
Jersey style that legalizes only a limited area generated the highest amount. It is
recommended South Korea consider adopting the New Jersey type o f non limited-stake
land-based casinos.
Second, a positive lesson from the U.S. casinos industry experience is that the
casino industry can be effectively regulated with a high level o f integrity, given well
developed and firm regulatory oversight. In the U.S., each state that has legalized casinos
has created a gaming agency such as the casino control commission or gaming control
board, whose purpose is not only to ensure the success and integrity o f the casino
industry, but also to carry out the objective o f reversing a local or regional area’s
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economic fortunes. The most important value that this industry can maintain is its
integrity. Any form o f questionable activity, regardless o f how small, damages the
reputation o f the industry on a nationwide basis. Each state requires persons or
corporations involved with casinos to be found suitable for such involvement. In
Colorado, persons who have committed certain crimes, such as felonies, fraud, and
gambling-related offenses; who have ties to organized crime; or who supply false or
misleading information can be automatically disqualified from obtaining a gaming
license. A list o f specific disqualifiers is provided with all license applications (Colorado
Division o f Gaming, 2000). In some states, gaming regulators may place a person’s
name in an exclusion list, and anyone placed on exclusion list is prohibited from entering
any establishment offering gaming in the state. Therefore, the creation o f a gaming
agency is recommended for the casino industry o f South Korea. A gaming agency must
have authority to license and regulate the casino industry with responsibility to ensure the
integrity o f gaming and the best interest o f the community and its citizens.
Finally, the Korean government and the casino industry need to work to improve
the public’s attitude toward the industry. The success o f the U.S. casino industry is based
on the fact that people changed their attitude toward casino gaming as an acceptable
leisure activity. In the past, the attitude toward gambling in the U.S. was dominated by
stereotypes o f organized crime and political corruption, as well as concerns over the
social damage that could occur from widespread gambling. Such attitudes have clearly
been usurped by the economic benefits from the industry - jobs, tax revenues, capital
investment, and regional development. So far, in South Korea, casino establishments
were approved through intense lobbying and campaigning by the casino industry and not
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as a result o f strong public demand or support. The gambling industry is a political
creation: it is created through a political process o f legislation. If an acceptable balance
of the perceived benefits and burdens o f gambling cannot be achieved, it is not unrealistic
to envision a possible political backlash against permitted gambling in the near future.
The industry can be eliminated by rescinding legalization. Obviously, without the
public’s support, the casino industry can not survive.

Recommendations for Future Research
To recommend a desirable form o f casino operation for development o f the casino
industry in South Korea, this study analyzed the commercial casinos in the U.S. with
positive economic impacts such as increased gross gaming revenue, tax revenue, and
jobs. While the study was conducted through the analyses o f gross gaming revenue,
gross gaming revenue per casino, tax revenue, tax revenue per casino, employment, and
the number o f employees per casino, it did not study the economic implication o f the size
o f casino operation. For future research, it would be recommended to compare the
economic impacts o f different sizes o f casinos. In addition, in the U.S., there is usually a
limitation o f geography, type o f games, number o f casino operations, loss limit, or
maximum amount o f wagering to regulate casinos, but this study considered only the
limited-stake casinos o f Colorado and South Dakota. Therefore, the analysis o f economic
implication of particular limitations is necessary to fully understand the casino industry’s
economic impact.
The research is suggested to clarify the relationship o f tax rate o f gaming revenue
and success o f casino industry and its impact on the communities. One reason to legalize
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casino business is to add a new source o f tax revenue without increasing existing taxes
However, imposing a high tax rate without evaluating competition in the gaming market,
and political and regulatory environment may lead to failure o f the casino business.
Relatively high taxation o f gaming revenues in New Orleans was one of reasons for
failure o f two o f its riverboat casinos and the poorer-than-expected early performance by
the city’s temporary land-based casino.
An additional issue that could be of interest for future research would be Internet
gambling. The Internet gambling is the fastest growing segment o f the gambling industry
over the world. It is “on the verge of exploding” with revenues expected to triple in two
years. The total of 650 Internet sites now offer gambling and the number is growing
daily. The industry recorded $1.2 billion in revenue last year and that could jump to $3
billion by 2002 (Macy, 2000). However, there are too many dark areas in Internet
gambling. There is no regulation and are many questions about the integrity o f the
games. Consumers have no confidence in the odds or the payoffs. Even though Nevada
casinos in the U.S. are not allowed to participate in Internet gambling because of
regulatory concerns, the Nevada Gaming Commission is currently studying the issue. In
South Korea, there is no specific regulation o f the Internet gambling and little research
exists on Internet gambling while people who gamble on the Internet are growing
continuously as the Internet users increase rapidly. Therefore, it seems necessary to
study and examine Internet gambling along with the regulation o f Internet gambling.
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